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FOREWORD 


This  document  is  a  discussion  of  Payroll  Tax  for  Ontario. 
No  conclusive  answers  have  been  reached  in  the  paper  because 
there  has  been  no  firm  policy  direction  given  at  this  early 
stage  in  the  decision-making  process.  This  paper,  therefore, 
does  not  make  recommendations  for  a  specific  tax  structure  but 
rather  presents  the  many  factors  to  consider  in  determining  a 
structure . 

Several  issues  were  raised  at  a  meeting  to  review  the 
draft  document  with  the  Assistant  Deputy  Minister,  Tax  Revenue 
Program  and  the  Executive  Director,  Tax  System  Operations  and 
Design  Division.  These  issues  appear  from  time  to  time  in  the 
paper  and  being  aware  of  them  before  the  paper  is  read  should 
assist  the  reader  to  achieve  some  insight  into  Payroll  Tax  in 
these  special  circumstances. 

One  special  circumstance  would  be  the  case  of  individuals 
earning  income  from  self-employment,  a  group  within  which 
there  is  a  wide  range  of  income  and  types  of  business.  At  the 
lower  income  levels  one  might  expect  to  find  farmers , 
fishermen,  independent  truck  drivers,  taxi  drivers,  street 
vendors,  artists,  writers,  very  small  businessmen  and  similar 
occupations.  At  the  upper  income  levels  one  might  expect  to 
find  the  more  successful  businessmen,  lawyers,  accountants  and 
other  professionals.  The  proposed  tax  system  for  individuals 
earning  income  from  self-employment  is  flexible  to  allow 
policy-makers  to  address  the  apparent  disparaties.  The 
proposed  administrative  system  calls  for  annual  returns  for 
the  self-employed,  a  system  which  would  make  the  imposition  of 
a  floor,  for  example,  a  relatively  simple  matter.  A  floor,  an 
amount  of  earnings  below  which  no  tax  would  be  paid,  would 
provide  relief  for  low  income  earners. 

Small  businesses  which  are  marginally  profitable  and 
which  might  face  a  heavy  additional  burden  are  another  special 
circumstance,  especially  if  these  businesses  do  not  now  pay 
their  employees'  OHIP  premiums.  For  example,  a  baker  who  has 
four  employees  need  not  form  a  mandatory  group  for  OHIP  or  pay 
his  employees'  premiums.  Under  the  proposed  Payroll  Tax  the 
baker  would  be  expected  to  pay  a  tax  on  his  payroll  expense 
for  these  employees,  a  burden  of  both  expenditure  and  record¬ 
keeping.  Floors  could  be  introduced  in  these  cases  to  ease 
the  financial  burden,  although  record-keeping  would  increase. 


Collective  agreements  create  another  circumstance  which 
can  be  expected  to  pose  problems  because  the  payment  of  OHIP 
premiums  has  been  bargained  for  and  won  by  many  unions. 
Ending  the  premium  system  may  be  perceived  as  a  loss  of  a 
benefit  which  should  be  replaced  and  two  means  of  addressing 
this  issue  come  to  mind.  First,  an  announcement  of  the  tax 
could  be  made  as  much  as  two  years  in  advance  of 
implementation.  In  those  two  years,  as  contracts  come  open 
most  of  the  collective  agreements  could  be  adjusted  through 
the  collective  bargaining  process  to  account  for  the  change. 
Alternatively,  the  collective  agreement  issue  could  be 
addressed  using  "grandfather  legislation"  similar  to  that  used 
in  1972  when  the  Hospital  Insurance  and  Health  Insurance 
premiums  were  combined.  Since  the  combined  premium  in  1972 
was  lower  than  the  two  separate  premiums,  it  was  legislated 
that  the  difference  had  to  be  passed  to  the  employees  in  those 
cases  where  the  employer  was  paying  the  two  separate  premiums 
on  behalf  of  the  employees.  Appendix  3  is  a  discussion  of 
collective  agreements. 

In  Section  1  of  this  paper,  it  has  been  assumed  that 
Payroll  Tax  will  be  deducted  both  for  Corporation  Income  Tax 
and  Personal  Income  Tax.  Presently  in  Quebec,  the 
contributions  to  the  Regie  de  L' assurance  -  maladie  du  Quebec 
are  accepted  as  a  deductible  expense  by  the  Federal  Government 
for  Corporations  Income  Tax.  If  Ontario  parallels  the 
situation  for  deductibility  as  it  is  in  Quebec,  one  can 
speculate  the  Federal  Government  will  rule  in  both  provinces 
that  these  payments  are  taxes  and  are  not  deductible.  The 
paper  estimates  a  potential  loss  in  Corporations  Income  Tax  of 
$280  million  to  the  Federal  Government  and  $96.0  million  to 
the  Ontario  Government  if  Payroll  Tax  is  deductible. 

Turning  to  Personal  Income  Tax,  it  appears  Payroll  Tax 
will  not  be  allowed  as  a  deduction  by  individuals. 
Furthermore,  Payroll  Tax  probably  will  not  be  considered  a 
taxable  benefit  for  the  employee  if  tax  is  paid  by  the 
employer.  These  points  are  footnoted  in  the  paper  wherever 
the  assumptions  on  Corporation  Income  Tax  and  Personal  Income 
Tax  are  made. 

The  reader  of  this  paper  should  gain  a  broad  overview  of 
Payroll  Tax  for  Ontario. 
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PAYROLL  TAX  FOR  ONTARIO 


INTRODUCTION 


Payroll  Tax  for  Ontario  has  been  discussed  in  the  Ontario 
Budgets  of  1979  and  1981  (1)  as  an  alternate  method  to  OHIP 

premiums  for  financing  health  care  in  Ontario.  In  1979, 
Payroll  Tax  was  described  in  this  way: 

Payroll  Tax  would  involve  a  percentage  levy  on  all 
wages  and  salaries.  There  are  two  basic  ways  to 
implement  such  a  tax.  Either  employees  and  employers 
could  share  the  cost,  as  they  do  in  the  case  of 
Unemployment  Insurance  and  the  Canada  Pension  Plan,  or 
the  employer  could  carry  the  entire  burden  of  the  tax. 
In  both  cases,  self-employed  people  would  pay  a  tax  on 
their  earned  income  and  subscribers  to  OHIP  without 
employment  income  would  pay  nothing.  (2) 

Following  the  presentation  of  the  1981  Ontario  Budget  in 
May,  a  project  team  from  the  Revenue  and  Operations  Research 
Branch  of  the  Ministry  of  Revenue  undertook  to  study  Payroll 
Tax  from  the  Ministry's  perspective  and  to  present  options  for 
administering  the  tax.  During  the  course  of  the  study  several 
assumptions  were  made  and  became  engrained  in  the  findings 
which  this  report  presents.  These  several  assumptions  are 
listed: 

•  The  Ministry  of  Revenue  could  expect  to  administer 
the  Payroll  Tax. 

•  The  tax  should  generate  approximately  $1.2 
billion  of  revenue,  a  replacement  of  the  amount 
estimated  for  OHIP  premiums  for  1981-82. 

•  A  Personal  Income  Tax  system  involving  all  earners 
in  Ontario  reporting  to  the  Ontario  Government 
should  not  be  addressed. 

•  The  Income  Tax  system  should  be  used  as  a  model 
for  as  many  Payroll  Tax  provisions  as  possible. 
Examples  of  items  here  are  definitions  of  salaries 
and  wages,  the  timing  of  filing,  and  the  nature  of 
records  kept  by  employers.  Modelling  on  the 
Income  Tax  system  would  simplify  the  introduction 
of  Payroll  Tax  for  Ontario's  taxpayers. 


(1)  Financing  OHIP  in  Ontario:  A  Discussion  Paper,  Ontario 
Budget  1979,  pp.  3-16. 

Budget  Statement,  Ontario  Budget  1981,  pp.  19-20. 


(2)  Financing  OHIP  in  Ontario,  p.  9. 
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FOUR  STRUCTURAL  OPTIONS  FOR  PAYROLL  TAX 
WITH  A  TWO  PART  ADMINISTRATION  SYSTEM 


1.  Option  1 

Where  Employers  Pay 
Tax  on  Payroll 
Expenses  and 
Administration  is 
Remitting  By 
Employer 


2.  Option  2 

Where  Employers  Pay 
Tax  on  Payroll 
Expenses  and  With¬ 
hold  from  Employees* 
Income  and  Admini¬ 
stration  is 
Remitting  by 
Employer 


3.  Option  3 

Where  Self-Employed 
Income  is  Taxed  and 
Administration  is 

''Remitting  By  Income 

Earner,  Option  3 
is  additive  to 
either  1  or  2 . 


ADMINISTRATION 


pm 


REMITTING  BY 
EMPLOYER 


{ 


REMITTING  BY 
INCOME  EARNER 


SELF- 

EMPLOYED 


4. 

PERSONAL 

INCOME  TAX 

SYSTEM 

4.  Option  4  is  a  complete  Personal  Income  Tax  System  having  the 
characteristics  presently  found  in  the  federal  income  tax 
system.  Employers  would  withhold  and  remit  for  employees  and 
all  earners  would  file  annually, 

NOTE:  This  option  is  shown  for  completeness  only.  This  is 

a  separate  concern  because  payroll  tax  would  be  an  insignificant 
part  of  a  P.I.T,  system. 


REVISED ;  19/10/81 
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The  assumptions  listed  coupled  with  the  description  of 
Payroll  Tax  from  the  1979  Ontario  Budget  led  to  production  of 
the  chart  entitled  "Four  Structural  Options  for  Payroll  Tax 
With  a  Two  Part  Administration  System",  Briefly  this  chart 
represents  the  basic  ways  Payroll  Tax  could  be  implemented, 
either  on  employers  alone  on  their  payroll  expenses  (Option  1) 
or  on  employers  and  their  employees  (Option  2) .  In  the  case 
of  a  split  between  employers  and  employees,  employers  would 
pay  tax  on  their  payroll  expenses  and  employees  would  pay 
taxes  on  their  income  from  employment  with  that  employer.  A 
third  group,  individuals  earning  income  from  self-employment 
could  be  added  to  either  of  the  first  two  groups  (Option  3) . 
The  fourth  structural  option  presented  on  the  chart  would 
involve  a  Personal  Income  Tax  system,  rejected  as  too 
problematical  at  this  time. 

The  chart  also  shows  two  ways  to  administer  the  tax.  In 
the  cases  of  Options  1  and  2,  the  administration  would  fall  to 
employers  in  Ontario  who  would  remit  tax  on  their  payroll 
expense  and,  if  required,  withhold  from  their  employees  and 
remit  the  amount  withheld.  In  the  case  of  Option  3,  all 
individuals  earning  income  from  self-employment  will  be  asked 
to  remit.  In  summary,  the  chart  represents  the  various 
structural  and  administrative  options  addressed  in  this  paper. 

The  Revenue  and  Operations  Research  Branch  project  team 
analysed  three  main  areas  to  produce  the  report;  the  possible 
economic  impact  of  Payroll  Tax,  the  variety  of  means  available 
and  costs  estimated  to  administer  the  tax,  and  the  legislative 
requirements  and  concerns  Ontario  might  encounter  if  Payroll 
Tax  is  introduced.  The  result  of  the  study  is  a  paper 
authored  and  presented  in  two  sections,  Section  1,  entitled 
"Economic  Analysis  of  Payroll  Taxation"  and  Section  2 
entitled  "Payroll  Tax  for  Ontario  -  Administrative  Scenarios"  . 
Included  is  a  set  of  appendices  which  address  the  crucial 
issues  of  a  legislative  framework  for  the  tax,  the 
constitutionality  of  the  tax,  and  a  suggested  means  for 
overcoming  the  impact  on  collective  agreements  of  replacing 
OHIP  premiums  with  a  Payroll  Tax.  The  appendices  also  contain 
a  brief  legal  framework  of  OHIP,  an  interesting  piece  on 
Payroll  Tax  in  Quebec,  and  additional  information  on  the  OHIP 
system..  As  a  quick  reference,  an  Executive  Summary  covering 
the  salient  issues  from  Sections  1  and  2  is  provided. 
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PAYROLL  TAX  FOR  ONTARIO 


EXECUTIVE  SUMMARY 

This  Executive  Summary  parallels  the  full  report  by  presenting 
two  sections; 

Economic  Analysis  of  Payroll  Taxation 

and 

Payroll  Tax  for  Ontario  -  Administrative  Scenarios 


ECONOMIC  ANALYSIS  OF  PAYROLL  TAXATION 


EXECUTIVE  SUMMARY 
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OHIP  System 

•  The  current  system  is  a  mixture  of  sometimes  conflicting 
principles  and  structures. 

•  It  is  a  premium  system  but  not  based  on  insurance 
principles. 

•  It  is  used  to  promote  social  objectives  by  exempting  the 
poor  and  pensioners  from  making  payment. 

•  In  many  cases,  it  has  become  a  Payroll  Tax  in  the  form  of 
fringe  benefits  in  most  collective  bargaining  agreements. 

•  A  premium  system  is  a  regressive  form  of  taxation.  The 
regressivity  is  alleviated  by  full  or  partial  exemptions  for 
low  income  individuals. 


OHIP  Enrolment 

•  Enrolment  is  growing  slowly  in  line  with  employment  growth. 
Normal  growth  is  inhibited  by  the  following: 

-  increasing  proportion  of  population  reaching  65  years  of 
age 

-  increasing  proportion  of  two  income  families  (only  one 
premium  payment  required) 

-  periodic  enrichment  of  OHIP  Assistance  Program 


OHIP  Revenue  Performance 


•  Revenue  growth  is  a  function  of  the  number  of  contributors 
and  the  policy  rates. 

•  During  the  period  1974/75  to  1979/80,  total  number  of 
certificates  increased  by  only  10.32%. 

•  Annual  growth  rate  of  revenue  is  only  2-4%  without  rate 
increases . 

•  As  a  revenue  generating  mechanism,  the  OHIP  system  is 
ineffective  and  inefficient.  Without  discretionary  rate 
changes  at  regular  time  intervals,  the  premium  revenue  will 
never  be  able  to  keep  pace  with  cost  increases. 
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OHIP  Distribution  of  Premium  Burdeny  1981 

•  It  is  estimated  that  80%  of  all  group  premiums  are  actually 
paid  by  employers  as  a  fringe  benefit. 

•  During  1981/82  an  estimated  $1.2  billion  of  premium  revenues 
will  be  received,  contributed  as  follows: 

Pay-  Directs  $  200  M 

Group  Employers  $  800  M 

Group  Employees  $  200  M 

•  Employers  in  the  Trade  and  Manufacturing  Sectors  generally 
pay  a  higher  percentage  of  OHIP  premiums  than  in  the 
Services  sector. 

•  Premiums  paid  by  the  employer  are  a  taxable  benefit  for  the 
employee.  This  adds  an  element  of  progressi  vi  ty  to  the 
system. 


Payroll  Taxation 

•  Criteria  for  evaluating  an  alternative  to  the  OHIP  premium 
system  are  as  follows: 

-  Good  revenue  growth 

-  Neutrality  in  utilization  of  health  services 

-  Equity  in  allocation  of  tax  burden 

-  Consistency  with  economic  and  fiscal  objectives 

-  Administrative  simplicity. 

•  Payroll  Taxes  are  usually  imposed  as  the  source  of  finance 
for  social  insurance/security  programs,  justified  on  the 
benefit  principle. 

•  Payroll  Taxes  may  be  levied  on  employers,  employees  or  both 
(including  or  excluding  self-employed) . 


Payroll  Tax  Revenue  Generation 

•  As  a  source  of  revenue.  Payroll  Taxes  are  more  effective 
than  premium  payments.  The  tax  base  (salaries  and  wages) 
has  increased  at  an  average  rate  of  over  10%  p.a.  in  recent 
years . 

•  A  Payroll  Tax  has  a  built-in  growth  mechanism  or  indexation. 
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Payroll  Tax  Burden 

•  The  following  table  summarizes  the  increased,  or  decreased 
financial  burden  of  a  Payroll  Tax  compared  to  the  existing 
OHIP  system.  (The  figures  shown  for  the  Ontario  and  Federal 
governments  represent  changes  in  corporate  and  personal  tax 
receipts) . 


Option 

Employer 

Pay-Direct 

& 

Employee 

Federal 
Gov' t 

Ontario 
Gov' t 

Tax  on  Employer 

only 

212.0 

($  million) 

-599.2 

272.0 

115.2 

Tax  on  Employee 

only 

-424.0 

302.0 

50.0 

72.0 

Tax  equally  on 

Employee  &  Employer 

-106.0 

-193.6 

161.0 

93.6 

Assumptions  made  to 

develop 

the  above  table  are  as 

follows 

-  Payroll  Taxes  are  deductible  PIT  and  CIT  expenses. 

-  $1.2  billion  in  gross  tax  payment  is  required. 

-  The  Payroll  Tax  system  replaces  the  current  OHIP  system; 
i.e.  employees  currently  in  receipt  of  OHIP  subsidization 
have  to  forfeit  their  monetary  benefits  when  the  system  is 
abolished . 


•  As  more  information  on  the  exact  nature  of  the  tax  becomes 
available,  the  data  on  tax  burden  can  be  refined. 

•  Industries  with  large  wage  bills  such  as  Manufacturing  and 
Services  will  be  the  major  taxpayers  by  remitting  28.2%  and 
25.5%  of  all  revenues  respectively. 

•  A  tax  rate  of  2.015%  on  total  provincial  payrolls  will 
generate  $1.2  billion  in  gross  revenues. 

•  Addition  of  a  floor  and/or  ceiling  can  increase  the  required 
rate  significantly.  A  floor  and  ceiling  will  also  deter 
revenue  growth  and  increase  administrative  complexity. 

•  The  inclusion  of  the  self-employed  in  the  Payroll  Tax  roll 
will  achieve  horizontal  equity  among  taxpayers  but  at  the 
expense  of  administration  cost. 


PAYROLL  TAX  FOR  ONTARIO 
ADMINISTRATIVE  SCENARIOS 


EXECUTIVE  SUMMARY 
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NOTES  FOR  EXECUTIVE  SUMMARY  -  ADMINISTRATIVE  SCENARIOS 


Self-employed  group  is  treated  as  an  incremental  group  to 
the  employer  group. 

Floors  and  Ceilings  are  critical  to  estimating  cost  and 
complexity  of  administration.  Depending  on  the  way 
floors  and  ceilings  would  be  defined  and  applied,  the 
administration  of  the  tax  could  become  extremely  complex, 
mostly  because  of  difficulties  surrounding  refunds  of  tax 
overpaid  by  employees.  No  Income  Tax  system  is 
contemplated  at  this  time,  and  therefore  the  option  of  a 
reference  system  using  the  Income  Tax  return  similar  to 
C.P.P.  and  U.I.C.  would  not  be  available.  All  the 
ramifications  of  floors  and  ceilings  have  not  been 
analysed  because  insufficient  information  on  the 
possible  choices  for  floors  and  ceilings  is  available. 
Floors  and  ceilings  are  discussed  in  Section  2,  Part  C 
and  Appendix  1. 

Tax  Roll  Assumptions:  280,000  employers,  estimated  from 
277,416  registered  active  employer  accounts  on  Revenue 
Canada's  1979  "PAYDAC"  file,  the  taxroll  for  Income  Tax, 
C.P.P.  Contributions  and  Unemployment  Insurance 
Premiums.  200,000  self-employed,  estimated  from  Canada 
Pension  Plan  contributors  1978,  Department  of  Health  and 
Welfare . 

All  dollars  quoted  are  in  81-82  dollars.  In  largest 
measure,  the  estimates  were  drawn  from  the  81-82  ZBB 
projections  with  people  costs  adjusted  to  include  awards. 

System  Design  costs  form  a  large  part  of  the  start-up 
cost  estimates.  These  estimates  assume  a  system-oriented 
tax  administration  with  such  features  as  an  accessible 
data  base  for  taxpayer  enquiries,  managerial  decision¬ 
making  and  day-to-day  operational  use.  Analytical 
capacity  is  foreseen  as  a  major  component  of  the  design. 

Audit  costs  are  estimated  assuming  a  five  per  cent 
coverage . 

Administration  cost  estimates  include  management, 
administration  support  both  in  any  organization  created 
and  in  Support  Services  Division,  and  staff  branch 
increases . 

Leased  accommodation  costs  are  assumed  due  to  lack  of 
space  in  Oshawa. 

Long  distance  communication  costs  for  computer 
operations  are  not  included. 
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EMPLOYERS  REMIT  TO  REVENUE  CANADA 


Main  Features: 

Revenue  Canada  would  be  asked  to  administer  the 
tax  on  behalf  of  Ontario. 

As  an  integral  part  of  the  current  system  for 
withholding  and  remitting  Income  Tax,  C.P.P. 
contributions,  and  U.I.C.  premiums,  employers 
would  remit  monthly  to  Revenue  Canada.  Revenue 
Canada  in  turn  would  forward  tax  collected  to 
Ontario. 

Ontario's  role  would  be  minimal,  as  it  is  for 
P.I.T. 

Implementation  Time:  1  Year 

Cost  Estimates: 

Start-up  costs:  Nil 

Operating  costs:  $0  -  $6  million 

Organization  Structure:  None 

Note : 

Operating  costs  are  based  on  P.I.T.  where  there  is  no 
direct  cost  but  a  hidden  cost  in  loss  of  use  of  funds 
forwarded  to  Ontario  due  to  the  nature  of  the  formula 
used;  and  on  a  .5%  charge  on  the  amount  collected  -  $1.2 
billion  estimated  -  similar  to  the  charge  levied  for 
O.T.C. 

EMPLOYERS  REMIT  DIRECTLY  TO  ONTARIO;  AUDIT  AND  VERIFICATION  BY 

REVENUE  CANADA 


Main  Features: 

Employers  would  remit  monthly  directly  to  Ontario 
and  Revenue  Canada  would  be  asked  to  audit  and 
verify  employers'  compliance  as  a  by-product  of 
their  established  payroll  audit  activity. 

Taxroll  of  280,000 

More  than  3,000,000  remittances  per  annum. 
Implementation  Time:  18  months 
Cost  Estimates: 

Start-up  costs  ($000):  $7,207.0  62  man-years 

Operating  costs  ($000):  $12,591.5  304  man-years 


■ 


. 


! 
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Organization  Structure: 

Product  responsibility  assigned  either  to  existing 
Branch  or  a  new  Branch,  with  functional  activities 
assigned  to  functional  areas. 


EMPLOYERS  REMIT  TO  ONTARIO;  ONTARIO  ADMINISTERS  ALL  ASPECTS  OF 

THE  TAX 

Main  Features: 

Ontario  would  perform  all  functions  necessary  to 
administer  the  tax,  including  audit. 

Taxroll  of  280,000 

More  than  3,000,000  remittances  per  annum  and 
280,000  annual  returns. 

Implementation  Time:  2  years 

Cost  Estimates: 

Start-up  costs  ($000):  $8,309.1  73  man-years 

Operating  costs  ($000):  $17,351.9  430  man-years 

Organization  Structure: 

Payroll  Tax  Branch  with  revenue  processing,  information 
and  appeals  functions  assigned  to  functional  branches. 

SELF-EMPLOYED  INDIVIDUALS  REMIT  TO  REVENUE  CANADA 

Main  Features: 

Revenue  Canada  would  be  asked  to  administer  the 
tax  on  behalf  of  Ontario. 

As  an  integral  part  of  the  current  P.I.T.  system, 
individuals  earning  income  from  self-employment 
would  remit  tax  quarterly  and  file  an  annual 
Income  Tax  return  including  Payroll  Tax 
provisions.  Revenue  Canada  in  turn  would  forward 
tax  collected  to  Ontario. 

Ontario's  role  would  be  minimal,  as  it 
P.I.T. 

Implementation  Time:  1  Year 

Cost  Estimates: 

Start-up  costs:  Nil 
Operating  costs:  $0  -  $300,000 


is  for 
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Organization  Structure:  None 
Note : 

Operating  costs  are  based  on  P.I.T.  where  there  is  no 
direct  cost  but  a  hidden  cost  in  loss  of  use  of  funds 
forwarded  to  Ontario  due  to  the  nature  of  the  formula 
used;  and  on  the  amount  collected  -  $1.2  billion 
estimated  -  similar  to  the  charge  levied  for  OTC. 


SELF-EMPLOYED  INDIVIDUALS  REMIT  DIRECTLY  TO  ONTARIO;  AUDIT  AND 

VERIFICATION  BY  REVENUE  CANADA 


Main  Features: 

Individuals  earning  income  from  self-employment 
would  remit  quarterly  directly  to  Ontario  and 
Revenue  Canada  would  be  asked  to  audit  and  verify 
compliance  as  a  by-product  of  their  Income  Tax 
system. 

Taxroll  of  200,000 

Approximately  800,000  remittances  per  annum. 
Implementation  Time:  18  months 
Cost  Estimates: 

Start-up  costs  ($000):  $2,461.9  18  man-years 

Operating  Costs  ($000):  $4,202.3  109  man-years 


Organization  Structure: 

Product  responsibility  assigned  either  to  existing 
Branch  or  a  new  Branch,  with  functional  activities 
assigned  to  functional  areas. 


SELF-EMPLOYED  INDIVIDUALS  REMIT  TO  ONTARIO;  ONTARIO 

ADMINISTERS  ALL  ASPECTS  OF  THE  TAX 


Main  Features: 

Ontario  would  perform  all  functions  necessary  to 
administer  the  tax,  including  audit. 

Taxroll  of  200,000 

Approximately  800,000  remittances  per  annum  and 
200,000  annual  returns. 
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Implementation  Time:  2  Years 
Cost  Estimates: 

Start-up  costs  ($000):  $2,830.1  20  man-years 

Operating  costs  ($000):  $7,613.8  198  man-years 


Organization  Structure: 

Payroll  Tax  Branch  with  revenue  processing,  information 
and  appeals  functions  assigned  to  functional  branches. 


PAYROLL  TAX  FOR  ONTARIO 


SECTION  1 


ECONOMIC  ANALYSIS  OF  PAYROLL  TAXATION 
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ECONOMIC  ANALYSIS  OF  PAYROLL  TAXATION 


This  Section  is  an  attempt  to  evaluate  Payroll  Taxation  as  an 
alternative  to  premiums  as  a  method  of  financing  Ontario 
health  care.  The  analysis  focuses  on  the  economic  aspects  of 
revenue  growth  and  tax  burden.  It  begins  with  an  examination 
of  the  current  OHIP  premium  system  -  its  structure,  enrolment 
and  revenue  generating  capability.  This  provides  the  basis  for 
a  comparative  study  of  the  proposed  Payroll  Tax.  At  the  end  of 
the  Section,  a  few  options  on  the  structure  and  form  of  payroll 
taxation  are  presented. 


I .  Ontario  Health  Care  Financing  System 

Since  1959,  the  Ontario  health  care  financing  system  has 
become  more  complex  with  each  additional  modification  and 
amendment.  In  terms  of  taxation  policy,  it  is  difficult 
to  describe  or  generalize  its  underlying  principles.  It  is 
a  mixture  of  various  taxes  of  conflicting  principles  and 
structures : 

Premium  System  -  OHIP  provides  a  direct  link  between  the 

user  of  health  services  and  the  cost  of 
providing  these  services.  In  other 
words,  health  care  is  a  private  good. 
The  user  charge  or  benefit  taxation 
holds . 

-  It  is  a  premium  system  but  is  not  based 
on  insurance  principles,  since  OHIP 
premium  rates  are  fixed  for  single  and 
family  policies  with  no  relationship  to 
volume/value  of  usage  or  risk. 

Social  Goods  -  The  health  care  programs  are  part  of  the 

overall  Federal  and  Provincial  spending 
programs.  The  major  portion  of  their 
financing  comes  from  the  Consolidated 
Revenue  Fund.  This  explicitly  labels 
health  care  as  national  and  provincial 
social  goods. 

-  Health  care  is  also  linked  to  Ontario 
programs  for  welfare  recipients  and 
pensioners  in  that  these  groups  are 
exempt  from  making  premium  payments. 

-  A  premium  system  is  a  regressive  form  of 
taxation.  The  regressivity  in  OHIP  is 
reduced  by  full  or  partial  exemptions 
for  low  income  individuals. 


18 


Payroll  Tax  -  OHIP  premiums  have  been  institution¬ 

alized  as  a  regular  fringe  benefit  in 
most  collective  agreements.  It  is,  in 
fact,  a  Payroll  Tax  on  the  employer.  The 
premium  contribution  paid  by  employers 
is  a  deductible  expense  for  employers 
and  a  taxable  benefit  on  employees  under 
the  Income  Tax  System. 


A.  Enrolment 

On  March  31,  1980,  3,986,393  OHIP  certificates  were  in 

force.  The  number  of  single  and  family  certificates 
increased  by  75,290  and  36,113  respectively,  resulting  in  a 
net  increase  of  111,403  or  2.87%  in  fiscal  year  1979/80. 

As  shown  in  Table  1,  the  average  number  of  participants  in 
fiscal  1979/80  increased  from  8,412,800  to  8,476,500.  This 
marginal  increase  of  0.75%  in  coverage  is  proportionally 
lower  than  the  average  growth  of  2.82%  in  active 
certificates  and  is  mainly  attributed  to  the  lowering  of 
the  family  factor  from  3.225  in  1979/80  to  3.176  in 
1978/79. 

TABLE  1 

OHIP  ENROLMENT 
FISCAL  YEARS  1978/79-79/80 


Category 

Fiscal  1979/80 

As  at  March  31,  1980 

Fiscal  1978/79 

As  at  March  31,  1979 

Average  number  of  active 

certificates  (’000) 

3,939.0 

3,821.1 

-  Single 

1,668.1 

1,594.4 

-  Family 

2,260.9 

2,226.7 

Average  number  of  active 

participants  (’000) 

8,476.5 

8,412.8 

-  Group 

5,396.8 

5,396.7 

-  Full  Pay 

1,049.2 

1,078.1 

-  Partially  assisted 

6.4 

3.5 

-  Fully  assisted 

340.0 

311.7 

-  Temporary  assisted 

50.5 

50.5 

-  65  and  older 

1,111.7 

1,050.0 

-  D.V.A.  (War  Veteran) 

38.7 

38.0 

-  Municipal  Welfare 

154.2 

145.7 

-  Provincial  Welfare 

329.0 

338.6 

Source:  Ministry  of  Health 


. 
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OHIP  is  a  universal  program  for  all  Ontario  residents.  It 
is  designed  so  that  certain  financially  disadvantaged 
groups  such  as  the  aged  and  poor  will  get  access  to  the 
necessary  medical  care  without  undue  financial  burden.  As 
shown  in  Table  1,  there  were  2,044,100  persons  or  23.8%  of 
total  participants  in  receipt  of  full  premium  assistance 
and  6,400  persons  or  0.1%  in  receipt  of  partial  premium 
assistance  during  fiscal  79/80. 

Furthermore,  96%  of  all  temporary  OHIP  assistance  in 
1979/80  went  to  the  unemployed  and  persons  suffering 
financial  hardship  (Table  2) . 


TABLE  2 

TEMPORARY  OHIP  ASSISTANCE 
FISCAL  1979-80 


Reason  for  Application 

Number 

Percent 

Unemployment 

29,868 

53.9 

Disability 

1,096 

2.0 

Illness 

1,033 

1.8 

Financial  Hardship 

23,424 

42.3 

Total  Contracts 

55,421 

100.0 

Number  of  Participants 

100,161 

Source:  Ministry  of  Health 


The  distribution  of  OHIP  participants  is  displayed  in 
Chart  I.  The  bulk  of  the  participants  comes  from  groups 
(63.7%)  and  pay-directs  (12.4%).  Historically,  the 
distribution  of  participants  has  been  very  stable  with  the 
exception  of  the  partially  assisted  category  which  has 
declined  from  a  high  of  33,000  persons  in  1974/75  to  3,500 
participants  in  1978/79.  In  1979/80,  the  number  of 
partially  assisted  participants  increased  by  82.86% 
resulting  from  the  setting  of  broader  income  limits  . 

The  growth  of  OHIP  certificates  and  participants,  directly 
related  to  the  population,  is  very  slow.  During  the  period 
1974/75,  through  1979/80,  total  certificates  increased  by 
only  10.32%  and  participants  by  4.49%. 
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B.  Revenue  Performance 


The  OHIP  premium  revenue  is  a  function  of  the  number  of 
contributors  and  the  level  of  policy  rates.  As  discussed 
earlier,  the  number  of  certificates  increased  10.32%  in 
thepast  seven  years  due  to  the  enrichment  of  the  assistance 
program  and  the  full  exemptions  for  pensioners.  Thus,  the 
premium  revenue  performance  relies  almost  entirely  on  the 
level  of  premium  rates.  Without  rate  increases,  revenue 
grows  normally  between  2-4%  annually  while  premiums 
forfeited  by  the  assistance  program  rose  by  about  8%.  The 
following  table  displays  these  observations. 


TABLE  3 

OHIP  REVENUE  PERFORMANCE 
FISCAL  YEARS  1975/76-81/82 


Fiscal  Revenue  Forfeited  by 

Year  Monthly  Premium  Rates  _ Revenue _  Premium  Assistance 


S ingle 

($) 

Family 

Increase 

$M 

%  increase 

$M 

% 

Increase 

(%) 

1981/82 

23 

46 

15.00 

1,194 

12.75 

N/A 

N/A 

1980/81 

20 

40 

- 

1,059 

2.12 

N/A 

N/A 

1979/80 

20 

40 

5.26 

1,037 

6.14 

425 

11.26 

1978/79 

20 

38 

18.75 

977 

17.71 

382 

23.23 

1977/78 

16 

32 

- 

830 

4.01 

310 

8.77 

1976/77 

16 

32 

45.45 

798 

39.51 

285 

46.90 

1975/76 

11 

22 

— 

572 

43.80 

194 

7.18 

1974/75 

11 

22 

— 

548 

— 

181 

- 

As  a  revenue 

generating 

mechanism,  the 

OHIP  system 

is 

ineffective  and  inefficient.  Without  discretionary  rate 
changes  at  regular  time  intervals,  the  premium  revenue  will 
never  be  able  to  keep  pace  with  cost  increases. 


. 
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C.  Distribution  of  Premium  Burden 


As  mentioned  earlier,  most  employers  include  OHIP 
contributions  as  fringe  benefits  in  their  collective 
agreements.  The  extent  of  this  subsidization  and  the 
number  of  employees  in  receipt  of  these  benefits  are 
displayed  in  Table  4.  The  table  is  based  on  the  Ministry 
of  Labour's  statistics  on  Collective  Bargaining  Agreements 
covering  200  or  more  Ontario  employees  as  of  September  22, 
1981.  There  are  958  agreements  covering  803,718  employees, 
which  represent  about  40%  of  all  OHIP  group  certificates. 

The  majority  of  these  employees  (68.6%)  enjoy  full  OHIP 
subsidization.  It  is  estimated  that  84.40%  of  all  group 
premiums  are  contributed  by  these  employers.  If  this 
analysis  is  extended  to  include  all  participants  in  OHIP 
groups,  it  is  estimated  that  80%  of  all  group  premiums  are 
actually  paid  by  employers. 

The  Services  industry  has  the  most  diverse  distribution 
covering  all  categories  from  0  to  100%  employer 
contribution . 

Table  4  shows  that  employers  in  the  Trade  and 
Manufacturing  sectors  pay  a  higher  percentage  of  OHIP 
premiums  than  the  Services  sector. 

Premium  contributions  paid  by  employers  as  fringe  benefits 
are  subject  to  Personal  Income  Tax.  This  adds  an  element 
of  progressi vity  to  the  OHIP  premium  system  as  shown  in 
Appendix  6-2.  Representative  employees  in  receipt  of 
taxable  benefits  pay  various  amounts  of  taxes  depending  on 
their  level  of  income.  Generally,  the  portion  of  tax 
payable  increases  as  income  rises  due  to  the  progressive 
nature  of  PIT.  However,  the  existence  of  various 
reductions  and  credits  with  different  ceilings  and  floors 
create  several  notches  at  various  income  levels.  In  simple 
terms,  recipients  of  taxable  benefits  pay  tax  according  to 
their  marginal  tax  rates.  Those  taxfilers  whose  income 
surpasses  the  notch  due  to  the  additional  taxable  benefits 
may  lose  more  in  tax  dollars  than  people  with  higher 
income.  For  instance,  a  taxfiler  with  a  dependent  spouse 
and  two  children  at  an  income  level  of  $9,000  has  to  pay 
$213  of  Income  Tax  because  of  the  full  $552  OHIP  taxable 
benefits.  The  tax  is  higher  than  for  taxfilers  with  an 
income  level  of  $25,000  in  1981. 
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As  mentioned  earlier,  only  50%  of  all  certificate  holders 
actually  contribute  to  the  plan,  because  of  the  Payroll  Tax 
nature  of  the  premium  payments.  This  makes  the  tax  incidence 
increasingly  difficult  to  assess.  The  following  Table  5  lists 
the  estimated  OHIP  premium  tax  burden  using  the  Personal 
Income  Taxation  and  Corporations  Taxation  of  1981. 

Though  employers  contribute  two-thirds  of  $1,200  million 
in  OHIP  premiums  in  fiscal  1981-82,  their  effective 
contributions,  net  of  federal  and  provincial  corporation 
Income  Tax  deductions  of  $280.0  million  and  $96.0  million 
respectively,  are  only  a  fraction  over  one-third  of  the 
total  levy.  In  absolute  terms,  their  final  tax  burden  is 
$424.0  million,  or  a  47%  reduction  from  the  book-valued 
contributions . 

As  a  result  of  this  deductibility,  the  federal  and  provincial 
governments  lose  $280.0  million  and  $96.0  million  respectively 
in  potential  Corporations  Income  Tax  revenue.  However,  they 
recover  a  portion  of  it  through  employees'  $800  million 
taxable  benefits  on  the  premiums  paid  by  employers.  Thus,  the 
differences  between  the  Corporation  Income  Tax  reductions  and 
Personal  Income  Taxes  represent  the  federal  and  provincial 
governments'  indirect  contributions  to  OHIP.  The  final 
burdens  are  $138.0  million  or  12.33%  for  the  federal 
government  and  $28.8  million  or  2.40%  for  the  Ontario 
government . 

The  net  premium  tax  burden  on  employees  is  estimated  at  $599.2 
million  with  $200  million  coming  from  the  pay-directs. 
Employees  in  groups  contribute  $200.0  million  or  20.0%  of 
group  premiums  and  another  $199.2  million  in  Personal  Income 
Tax  due  to  the  $800  million  taxable  benefits. 
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TABLE  5 

ESTIMATED  OHIP  PREMIUM  BURDEN  -  1981/82 


Premium 

Payment 

Corporation 
Income  Tax 

Personal 
Income  Tax 

Net 

Burden 

( $M)  (%) 

($M) 

($M) 

( $M) 

(%) 

Pay-Directs 

200 

16.67 

— 

— 

200.0 

16.67 

Group  Employers 

800 

66.66 

-376.0 

— 

424.0 

35.33 

Group  Employees 

200 

16.67 

- 

199.2 

399.2 

33.27 

Federal  Gov't. 

- 

- 

280.0 

-132.0 

148.0 

12.33 

Ontario  Gov' t. 

— 

— 

96.0 

-  67.2 

28.8 

2.40 

Total 

1,200 

100.00 

— 

1,200.0 

100.00 

Assumptions : 


1.  Group  employers  pay  80%  of  OHIP  for  their  employees. 

2.  Average  effective  Corporations  Income  Tax  rates  at 

35.0%  and  12.0%  for  the  federal  and  Ontario 

governments . 

3.  Average  effective  Personal  Income  Tax  rates  at  16.5% 
and  8.4%  for  the  federal  and  Ontario  governments 
respectively . 
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II .  Payroll  Taxation 


In  the  1979  Ontario  Budget,  it  was  stated  that  alternatives 
to  an  OHIP  premium  system  ideally  should  be  consistent  with 
the  following  objectives. 

o  Good  revenue  growth 

o  Neutrality  in  utilization  of  health  services 
o  Equity  in  allocation  of  tax  burden 
o  Consistency  with  Economic  and  Fiscal  objectives 
o  Administrative  simplicity 

The  above  criteria  for  selecting  a  replacement  for  OHIP  may 
well  be  the  Pareto  Optimum  solution  for  any  taxation 
system . 

While  these  criteria  are  important  in  assessing  any 
specific  tax,  it  is  virtually  impossible  to  achieve  all  of 
them  simultaneously.  Indeed,  a  number  of  conflicts  arise; 
for  example,  a  tax  designed  to  be  efficient  or  neutral  may 
be  highly  inequitable  in  its  impact  on  taxpayers. 
Similarly  a  tax  designed  to  improve  efficiency  may  generate 
excessive  administration  costs.  As  a  result,  decisions 
must  be  made  in  terms  of  which  objective  is  to  be  given 
higher  priority.  Somehow  the  policymakers  have  to  evaluate 
all  these  conflicting  objectives  and  choose  the  next  best 
structure  for  the  financing  of  health  care  in  Ontario. 

Taxes  levied  on  payrolls,  either  on  the  employer,  employee, 
or  both  are  usually  imposed  as  the  source  of  finance  for 
social  insurance/security  programs,  justified  on  the 
benefit  principle.  Essentially,  these  taxes  are  regarded 
as  compulsory  insurance  premium  payments  stressing  the 
insurance  features.  They  are  regressive  relative  to 
income,  especially  when  wages  are  subject'  only  up  to  a 
certain  ceiling.  The  incidence  of  Payroll  Taxation,  as  in 
all  economic  analysis,  differs  depending  on  the  market 
structure,  particularly  the  strength  of  labour  unions  and 
the  elasticity  of  supply  and  demand  of  labour. 


A.  Revenue  Generation 


As  a  source  of  revenue,  taxes  on  payrolls  are  more 
effective  than  premium  payments.  As  discussed  earlier, 
OHIP  premium  revenue  has  experienced  very  slow  growth  in 
the  past.  Without  periodic  rate  increases,  its  growth 
depends  on  the  number  of  paid  certificates  issued  which  is 
closely  correlated  with  the  number  of  employed.  On  the 
other  hand,  however.  Payroll  Taxation  offers  greater 
revenue  growth.  Its  tax  base,  wages  and  salaries,  has 
been,  and  will  continue,  expanding. 


27 


Referring  to  Table  6,  it  is  obvious  that  the  annual  growth 
rates  of  wages  and  salaries  in  Ontario  since  1973  is 
approximately  the  combined  rates  of  average  weekly  wages 
and  the  number  of  employed.  To  put  this  in  a  different 
perspective,  the  tax  revenue  derived  from  payrolls  will 
grow  at  the  same  rate  as  total  provincial  wages  and 
salaries,  which  is  likely  to  keep  pace  with  inflation. 
Thus,  tax  revenues  based  on  payroll  are  ensured  a  built-in 
growth  mechanism  or  indexation. 


TABLE  6 


ONTARIO  GROWTH  STATISTICS 


(IN  PER  CENT) 
JUNE  1972-JUNE  1981 


Year 

Wages/Salaries 

Labour  Force 

1973 

12.90 

3.59 

1974 

15.60 

3.77 

1975 

16.91 

4.10 

1976 

14.03 

3.04 

1977 

12.28 

1.63 

1978 

9.11 

3.37 

1979 

9.42 

4.19 

1980 

10.26 

2.45 

1981 

11.24 

1.82 

Employed 

Average 
Weekly  Wages 

CPI 

Toronto 

4.02 

7.37 

8.25 

4.20 

8.45 

11.07 

2.74 

12.83 

10.21 

2.24 

13.29 

7.38 

1.22 

8.82 

7.82 

2.79 

5.77 

8.38 

4.46 

8.18 

9.34 

2.58 

7.59 

9.97 

2.13 

12.34 

12.90 
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B.  Structure  of  Payroll  Taxation 

Payroll  Taxation  consists  of  three  determinant  variables; 
tax  rate,  tax  roll  and  income  subject  to  tax.  The 
following  table  lists  the  basic  options  that  are  open  to 
policy  makers. 


TABLE  7 

STRUCTURE  OF  PAYROLL  TAXATION 


Determinant 

Variable  Policy  Options 


Tax  rate 


o  Flat  rate 
o  Variable  rates 


Tax  roll 


Tax  base 


o  Employer  only 
o  Employer  and  employee 
o  Employee  only 

(include  or  exclude  self-employed) 

o  All  wages  and  salaries  reported 
o  Imposition  of  floor  and/or  ceiling 
levels 


The  final  form  of  the  tax  system  dictates  the  distribution 
of  tax  burden.  The  tax  incidence  differs  depending  on  the 
permutation  and  combination  of  the  form  of  these  three 
variables  even  though  the  tax  revenue  may  be  the  same. 

The  task  of  analysing  the  impact  of  Payroll  Tax  is  broken 
into  two  parts.  First  of  all,  the  taxpayers  are 
identified.  Then  the  detailed  structure  of  the  tax  system 
is  studied. 


Based  on  the  assumptions  that  the  current  OHIP  premium 
system  is  replaced  by  Payroll  Taxation,  and  all  payroll 

taxes  or  contributions  are  deductible  PIT  and  CIT 

expenses,  (1)  the  following  Table  8  displays  the  estimated 
net  burden  of  a  $1,200  million  Payroll  Tax  levied  on 
employer  (option  1) ,  employee  (option  2)  and  both  (option 
3)  . 


In  all  cases,  the  federal  and  provincial  governments  will 
end  up  contributing  more  into  health  indirectly  through  CIT 
and  PIT  systems. 


(1)  See  Appendix  1.3,  NOTE  3  which  indicates  present  Income  Tax 
laws  will  not  allow  deductions  by  individuals. 
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Option  1  calls  for  more  contribution  from  the  employers. 
They  are  responsible  for  the  full  amount  of  $1.2  billion 
Payroll  Tax.  Using  the  same  analytical  technique  as 
before,  it  is  estimated  that  their  net  tax  burden  after  CIT 
deductions  is  $636.0  million,  an  increase  of  $212.0  million 
from  the  current  OHIP  system.  The  true  winners  are  the 
paid  certificate  holders.  They  save  $599.2  million  in 
premium  payments  and  taxes  on  OHIP  taxable  benefits  in 
fiscal  year  1981-82.  The  federal  and  provincial 
governments  contribute  another  $272.0  million  and  $115.2 
million  into  the  Ontario  health  financing  system.  The 
increases  are  attributed  to  the  differences  in  CIT 
deductions  and  the  zero  tax  recovery  from  the  OHIP  taxable 
benefits . 
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TABLE  8 

ESTIMATED  TAX  BURDEN  OF  PAYROLL  TAXATION ,  1981 

(Amount  in  $Million) 


Pay-Direct 

& 


OPTION  1:  Tax  on  Employer 

Employer 

only 

Employee 

Federal 

Ontario 

Share  of  Tax  (%) 

100.0 

- 

- 

- 

Gross  Tax 

1,200.0 

— 

— 

— 

Deduction  (C.I.T.) 

-564.0 

- 

420.0 

144.0 

Net  Tax 

636.0 

— 

420.0 

144.0 

Change  (+/-)  from  OHIP* 

212.0 

-599.2 

272.0 

115.2 

OPTION  2:  Tax  on  Employee  only 

Share  of  Tax  (%) 

— 

100.0 

— 

— 

Gross  Tax 

— 

1,200.0 

— 

— 

Deduction  (P.I.T.) 

- 

-298.8 

198.0 

100.8 

Net  Tax 

— 

901.2 

198.0 

100.8 

Change  (+/-)  from  OHIP* 

-424.0 

302.0 

50.0 

72.0 

OPTION  3:  Tax  equally  on  Employer 
and  Employee 

Share  of  tax(%) 

50.0 

50.0 

- 

— 

Gross  Tax 

Deductions  (C.I.T.  &  P.I.T.) 

Net  Tax 

600.0 

-282.0 

318.0 

600.0 

-149.4 

450.6 

309.0 

309.0 

122.4 

122.4 

Change (+/-)  from  OHIP* 

-106.0 

-148.6 

161.0 

93.6 

♦Reference  change  from  burden  under  OHIP  shown  in  Table  5 
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On  the  other  hand,  if  the  Payroll  Tax  is  levied  on 
employees  only,  they  will  contribute  net  of  PIT  deductions 
$901.2  million  or  $302.0  million  more  than  under  the 
current  arrangements.  As  well,  the  shares  of  federal  and 
Ontario  governments  also  increase  by  $50.0  million  and 
$72.0  million  respectively  -  a  much  smaller  amount  than  in 
Option  1.  Employers  are,  no  doubt,  the  winners  of  Option 
2 . 

Option  3  proposes  that  Payroll  Taxes  be  evenly  allocated 
between  employers  and  employees.  As  shown  in  Table  8,  the 
federal  and  Ontario  governments  are  the  only  losers  with 
$161.0  million  and  $93.6  million  in  foregone  CIT  and  PIT 
revenues.  The  net  increase  of  tax  burden  from  the  current 
OHIP  system  is  more  evenly  distributed  among  the  four 
participants  than  the  first  two  options..  This  does  not 
imply  its  superiority.  It  just  shows  the  relative  share  of 
burden  under  Payroll  Taxation.  Who  should  bear  the  major 
portion  of  the  financing  depends  on  the  answer  to  the 
question:  Who  is  responsible  for  the  health  care  of  the 
people  in  Ontario? 

Throughout  the  preceding  discussion,  the  analysis  is  based 
on  the  assumption  that  the  Payroll  Tax  system  of  whatever 
form  and  structure  is  intended  to  replace  the  current  OHIP 
premium  system.  In  other  words,  employees  currently  in 
receipt  of  OHIP  subsidization  have  to  forfeit  their 
monetary  benefits  when  the  system  is  abolished.  (1) 

However,  viewed  from  a  different  angle,  if  employees  demand 
return  of  their  fringe  benefits  to  be  included  in  their 
paycheques,  the  outcome  of  the  tax  change  would  be  very 
different.  Then  the  study  has  to  be  divided  into  two  y 
separate  and  unrelated  parts  -  the  abolition  of  OHIP 
premium  system  and  the  imposition  of  Payroll  Tax. 

The  abolition  of  the  OHIP  premium  system  affects  both  pay- 
directs  and  employees  currently  receiving  OHIP  in  the  form 
of  fringe  benefits.  The  pay-directs  will  no  longer  have  to 
contribute  and  save  $200  million  when  the  OHIP  system  is 
abolished  (see  Table  5) .  With  respect  to  employees 
currently  in  receipt  of  employers'  OHIP  subsidization, 
their  savings  will  be  $600.8  million;  i.e.  $800  million  of 
additional  wages  and  salaries  (which  were  taxable 
benefits),  less  $199.1  million  in  Income  Taxes. 
Furthermore,  their  $200  million  OHIP  payments  would  then 
become  their  additional  net  income.  The  financial  position 
of  governments  and  employers  (see  Table  5)  remain 
unchanged . 

To  examine  the  impact  of  Payroll  Taxation  alone,  the 
information  in  Table  8  is  still  valid.  The  burden  of  each 
group  is  listed  under  "net  tax".  Since  fringe  benefits 


(1)  See  Appendix  3  for  a  discussion  of  the  impact  on  Collective 
Agreements . 


■ 


. 
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currently  contributed  by  employers  to  OHIP  would  then  be 
reported  as  employees'  income,  a  Payroll  Tax  on  employers 
would  mean  an  additional  $636.0  million  drained  from  the 
employers'  resources.  The  pay-directs  are  winners  if  their 
net  Payroll  Taxes  (assuming  they  have  to  pay)  are  less  than 
their  current  OHIP  payments.  To  these  people,  a  dollar  to 
the  Payroll  Tax  is  just  the  same  old  dollar  contributing  to 
OHIP. 


a 


■ 
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C .  Simulation  of  Payroll  Tax  for  Ontario 


Assumptions: 

o  Targeted  tax  revenue  of  $1.2  billion  in  1981 


Data  Sources: 

o  Canada  Pension  Plan  Contributors  1978,  Department  of 
Health  and  Welfare 

-  Distribution  of  employment  earnings  for  all  CPP 
contributors 

o  Canadian  Statistical  Review,  Statistics  Canada 

-  Number  of  employed  15  years  and  over,  Ontario 

-  Average  weekly  wages  and  salaries,  Ontario 

-  Total  Wages  and  salaries,  Ontario 


Methodology: 

o  The  employment  earning  distribution  for  all  CPP 
contributors  in  1978  is  used  as  the  basis  for 
simulation . 

o  The  growth  rates  of  the  number  of  employed  and  the 
average  weekly  wages  and  salaries  from  1978  to  1981  in 
June  are  applied  to  the  1978  data  to  extrapolate  the 
1981  distribution. 

-  Total  employment  earnings  ($48,450  million)  are 

approximately  $654  million  or  1.35%  less  than  the 
total  wages  and  salaries  ($49,104  million)  as  reported 
by  Statistics  Canada.  The  discrepancy  is  attributed 
to  the  fact  that  the  CPP  exempts  contributions  from 
persons  aged  over  70  or  under  18,  pensioners  and 
disabled.  As  well,  the  maximum  recorded  employment 
earning  level  is  arbitrarily  set  at  $100,000. 

However,  appropriate  adjustments  are  made  in  our 
simulation . 

-  To  segregate  the  self-employed  from  all  CPP 

contributors,  a  fixed  proportion  (4.8%)  of 

contributors  is  deducted  from  each  earning  class  above 
the  $1,499  level.  The  exclusion  of  self-employed  in 
the  earning  levels  below  $1,500  is  intended  to  boost 
the  average  earning  of  the  self-employed  by  $1,000,  as 
observed  in  the  1978  data. 
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o  Floor  level,  whenever  introduced,  is  set  at  $6,400.  This 
income  level  is  equivalent  to  a  single  tax  filer  with 
taxable  income  of  $3,000,  at  which  level  he  would  receive 
free  OHIP  coverage  in  1981-82. 

o  Ceiling  level,  whenever  used,  is  set  at  such  a  level  that 
the  maximum  Payroll  Tax  will  be  close  to  the  current  OHIP 
family  payment  of  $552. 

o  As  far  as  policy  simulation  is  concerned,  there  are  two 
groups  of  earners  -  employees  and  self-employed  persons. 
For  administrative  purposes  and  impact  analysis,  the 
Payroll  Tax  could  be  shouldered  by  employees,  employers  or 
both  as  well  as  the  self-employed. 
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I 

TABLE  9 


i  SIMULATION  RESULTS  OF  PAYROLL  TAX 

FOR  ONTARIO,  1981 

I 


EARNERS 
Employee  & 

Option  Self-Employed  Employee  only 


o  Rate  (%) 

2.015 

2.115 

Total  Payroll  o  Earners  (#) 

4,365,000 

4,163,000 

o  Average  Tax  ($) 

274.97 

288.18 

o  Floor  level 

($) 

6,400 

6,400 

o  Rate  (%) 

3.47 

3.64 

Floor  level 

o  Earners  (#) 

-  Exempted 

1,263,000 

1,210,000 

-  Fully  Included 

3,102,000 

2,953,000 

o  Average  Tax 

($) 

387.15 

406.11 

I 


o 

Ceiling 

level  ($) 

15,000 

15,000 

o 

Rate  (%) 

2.615 

2.75 

Ceiling  level  o 

Earners 

(#)  -  Fully  Included 

3,091,000 

2,950,000 

-  Over  Ceiling 

1,275,000 

1,213,000 

o 

Average 

Tax  ($) 

275.12 

288.89 

o 

Maximum 

Tax  ($) 

392.25 

412.50 

i 


o  Floor  level  ($) 

6,400 

6,400 

o  Ceiling  level  ($) 

19,900 

21,700 

Floor  and 

o  Rate  (%) 

4.50 

4.50 

Ceiling 

o  Earners  (#)  -  Exempted 

1,263,000 

1,210,000 

Levels 

-  Fully  Included 

2,385,000 

2,445,000 

-  Over  Ceiling 

717,000 

508,000 

o  Average  Tax  ($) 

386.60 

406.65 

o  Maximum  Tax  ($) 

607.50 

688.50 

i 
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D .  Results  of  Simulation 

Table  9  presents  the  simulation  results  of  Payroll  Tax  for 
Ontario  in  1981.  Different  structures  of  Payroll  Tax  from 
a  simple  tax  on  all  payrolls  to  the  most  complex  system 
with  floor  and  ceiling  levels  of  income  subject  to  tax  are 
examined.  Two  sets  of  statistics,  with  and  without  the 
inclusion  of  self-employed  in  the  tax  roll,  are  also 
recorded . 

1)  Payroll  Tax  on  Employer 


It  is  estimated  that  a  2.015%  tax  on  all  payrolls  in 
Ontario  will  generate  gross  revenue  of  $1,200  Million 
in  1981.  The  average  value  of  the  tax  is  $274.54  for 
an  estimated  4,364,000  income  earners.  The  tax  burden 
can  be  allocated  on  employer,  employee  or  both. 

Option  1  assumes  the  responsibility  falls  on  the 
employers.  Chart  2  demonstrates  the  distribution  of 
tax  share  and  size  of  labour  with  respect  to  industrial 
classifications.  Since  taxes  are  based  on  payrolls, 
industries  with  larger  wage  bills  such  as  Manufacturing 
(28.20%),  and  Services  (25.51%)  would  contribute  more. 
With  respect  to  employment,  the  Services  industry  is 
the  biggest  employer  with  29.40%  of  all  employees  in 
Ontario  while  Manufacturing  ranks  second  with  24.77%. 

To  facilitate  the  assessment  of  relative  tax  shares,  an 
index  has  been  constructed  based  on  the  industrial 
distribution  of  wage  bills  and  employment  as  listed  in 
Table  10.  It  shows  that  in  relative  terms,  the 
Finance,  Insurance  and  Real  Estate  industry  ranks  first 
with  29  points  more  than  the  provincial  index  of  100. 
On  the  other  end,  the  lowest  indices  are  recorded  in 
the  Services  (87) ,  Trade  (79)  and  the  miscellaneous 
category  including  Forestry  and  Fishery  (40) . 


TABLE  10 

RELATIVE  TAX  SHARE  INDEX,  1981 


Industry 


Index 


Finance,  Industry  and  Real  Estate 
Public  Administration 

Transportation  Communication  &  Utilities 

Construction 

Manufacturing 

Mines  and  Quarries 

Services 

Trade 

Others 

Total 


100 


129 

124 

121 

116 

114 

101 

87 

79 

40 


. 
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It  is  rather  difficult  to  compare  the  tax  burdens  of 
individual  industries  under  the  premium  and  payroll 
taxation  systems  because  of  their  differences.  As  a 
result,  it  is  impossible  to  establish  a  common  basis 
for  comparison. 


The  incompatabilities  are  as  follows: 

o  The  current  data  does  not  permit  the  allocation  of 

OHIP  premium  payments  by  industrial  classification. 

-  Statistics  on  employer  contribution  to  OHIP  for 
Construction  and  Finance  workers  are  not 
available. 

-  Individuals  currently  in  receipt  of  temporary 
assistance,  partial  and  full  assistance  in  OHIP 
and  pensioners  pose  another  problem  in  matching 
their  "premium  payments"  against  their  payrolls 
by  industry. 

-  There  is  no  data  on  the  industrial  classification 
of  the  pay-directs  who  contributed  $200  million  or 
16.7%  of  all  OHIP  premiums. 

o  The  extant  OHIP  structure  is  biased  against 

employers  with  high  rates  of  OHIP  subsidization  and 

full-time  employment. 

-  A  two-income  earner  family  will  join  the  OHIP 
group  which  offers  higher  contribution  from 
his/her  employer.  Generally,  a  full-time  job 
weighs  heavier  than  a  part-time  job  in  order  to 
maintain  continual  OHIP  coverage. 

-  The  industries  that  take  advantage  of  this  can  be 
identified  as  those  with  a  high  proportion  of 
part-time  workers  and  low-paid  occupational 
groups  such  as  clerical  services  and  sales.  The 
Services  industry  offers  the  lowest  average 
weekly  wage  rate  of  $229.29  in  June  1981.  It  also 
has  the  highest  percentage  (20%)  of  part-time 
workers  as  well  as  a  female  work  force  of  61%. 
Even  if  these  industries  have  provisions  to 
contribute  OHIP  for  their  workers,  they  may  not 
have  to  pay  at  all  for  them. 

-  The  composition  of  single  and  family  OHIP  policies 
(Appendix  6.3)  is  the  same  for  the  pay-directs  as 
the  overall  distribution  of  42.45%  single  and 
57.55%  family.  That  is  the  norm.  This  implies 
that  the  Group  carries  at  least  552,000  family 
policy  certificates  more  than  it  should  have  to. 
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Nevertheless,  whether  the  individual  company  is  a  winner  or 
loser  depends  entirely  on  the  level  of  its  contribution  to 
OHIP  and  the  average  wage  rate  of  its  workers.  Turning  to 
Table  11,  the  three  levels  of  break-even  salaries  correspond 
to  the  three  levels  of  OHIP  subsidization.  With  Payroll  Tax 
at  2.015%,  the  value  of  tax  on  $12,958  is  equivalent  to  100% 
of  the  single  OHIP  policy  rate  as  well  as  50%  of  the  family 
rate.  Thus,  a  manufacturing  company  with  an  average  salary  of 
its  workers  at  $15,715  in  1981  will  be  a  winner  if  it  is 
currently  paying  100%  of  OHIP  premiums  and  has  a  higher 
proportion  of  its  workers  enrolled  in  family  policies.  It 
seems  likely  that  a  trade  or  services  company  will  be  a  winner 
if  it  is  currently  contributing  full  premium  for  its 
employees . 


TABLE  11 

AVERAGE  WAGES/SALARIES  VS  PAYROLL  TAX  RANGES 


Average  1980 

Industry  Wages/Salaries ($)  *  Break-even  Salaries ($) 


Others 

5,456 

Trade 

10,909 

6,479 

Services 

11,976 

Mines  &  Quarries 

13,925 

12,958 

Manuf  actur ing 

15,715 

Construction 

15,961 

Transportation , 

Communications  &  Utilities 

16,729 

Governments 

17,212 

Finance  &  Insurance 

17,788 

25,916 


. 
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The  definite  losers  are  the  Federal  and  Ontario 
governments.  Their  Corporations  Income  Tax  revenues  will 
decrease  proportionately  to  their  tax  rates.  Unlike  the 
OHIP  System,  there  will  not  be  any  revenue  recovery  from 
employees  unless  the  Payroll  Taxes  are  to  be  reported  as 
taxable  benefits  in  the  PIT. (1)  Then  the  tax  burden  will 
be  allocated  more  equitably  when  compared  with  the  current 
system  as  shown  in  Table  12  below.  As  well,  the  direct 
link  between  the  user  and  the  cost  of  health  care  is 
maintained . 


TABLE  12 


Employer 

Employee 

Federal 

Ontario 


BURDEN  OF  PAYROLL  TAX  ON  EMPLOYER,  1981 

($  Million) 


Non-taxable  Benefit 
Net  Tax  Change  from  OHIP 


_ Taxable  Benefit _ 

Net  Tax  Change  from  OHIP 


636.0 

420.0 

144.0 


212.0 

-599.2 

272.0 

115.2 


636.0 

298.8 

222.0 

43.2 


212.0 

-300.4 

74.0 

14.4 


2)  Payroll  Tax  on  Employees 

o  The  tax  impact  is  regressive  if  employees  can  claim 
deduction  of  their  tax  payment  through  the  PIT. (2) 

As  a  general  rule,  any  reduction  or  exemption  in  a 

progressive  system  such  as  the  PIT  is  regressive. 
For  instance,  a  2.015%  tax  on  single  individuals 
with  incomes  at  $10,000  and  $40,000  means  $201.50 
and  $806.00  added  taxes  (Table  13).  Although  the 
absolute  value  of  the  tax  is  more  on  the  wealthier 
individual,  in  relative  terms,  he  receives  $376.56 
back  in  reduced  tax,  making  his  effective  payroll 
tax  rate  1.07%.  As  for  the  other  fellow,  his 

effective  Payroll  Tax  rate  is  1.42%  with  $59.54  tax 
reduction . 

o  Similar  to  the  analysis  on  employers,  the  added 
features  of  floor  and  ceiling  levels  will  create 

more  problems  in  tax  administration  especially  for 
audits,  refunds  and  rate  or  level  increases. 

o  If  the  entire  tax  falls  on  the  employees,  the  labour 
unions  will  be  the  first  and  most  vocal  opponents 
because  of  the  loss  of  fringe  benefits  and 
additional  tax  on  their  wages. 

(1)  Under  the  present  Income  Tax  law,  a  tax  on  the  employer  and 
paid  by  the  employer  will  not  be  considered  a  taxable 
benefit  of  the  employee. 

(2)  See  Appendix  1.3,  NOTE  3  which  indicates  present  Income  Tax 
laws  will  not  allow  deductions  by  individuals. 


41 


TABLE  13 

BURDEN  OF  PAYROLL  TAX  ON  A  REPRESENTATIVE  EMPLOYEE  -  1981 


2.015% 

Savings** 

Net  Payroll  Tax 

Gross  Income 

Payroll  Tax 

Single 

Married 

Single 

Married* 

5,500 

110.83 

1.11 

— 

109.72 

110.83 

7,500 

151.13 

42.04 

1.51 

109.09 

149.62 

9,000 

181.35 

53.10 

1.81 

128.25 

179.54 

10,000 

201.50 

59.54 

56.06 

141.96 

145.44 

12,000 

241.80 

71.91 

70.80 

169.89 

171.00 

15,000 

302.25 

98.71 

89.89 

203.54 

212.36 

20,000 

403.00 

126.99 

131.62 

276.01 

271.38 

25,000 

503.75 

172.53 

193.99 

331.22 

309.76 

30,000 

604.50 

231.89 

226.82 

372.61 

377.68 

35,000 

705.25 

329.49 

288.31 

375.76 

416.94 

40,000 

806.00 

376.56 

376.56 

429.44 

429.44 

80,000 

1,612.00 

807.27 

807.27 

804.73 

804.73 

100,000 

2,015,00 

1,147.34 

1,147.34 

867.66 

867.66 

*  With  a  dependent  spouse  and  two  children  aged  under  16. 
**Assuming  Payroll  Taxes  or  contributions  are  tax  deductible 
like  the  CPP  and  UIC  in  the  PIT  system. 


3)  Payroll  Tax  on  Employees  and  Employers 

o  The  tax  can  be  levied  on  both  employer  and  employee.  In 
this  way,  the  labour  unions  will  not  object  to  the  tax 
change  as  long  as  their  members'  net  Payroll  Tax  is  less 
than  their  current  net  OHIP  contribution.  However, 
since  the  wages  of  workers  are  not  homogeneous,  it  means 
that  there  are  still  losers  among  union  workers  whose 
tax  payments  are  greater  than  current  OHIP  payments. 


' 
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4)  Floor ( 1) 

The  popular  variation  of  Payroll  Taxation  is  the 

introduction  of  a  floor  or  ceiling  or  both.  A  floor  or 

minimum  income  level  subject  to  tax  has  the  following 

effects: 

i)  The  tax  burden  on  all  employers  remains 
unchanged,  but  the  distribution  of  tax  share 
among  them  shifts  in  favour  of  the  industries 
with  comparatively  low  wages  and  a  higher 
proportion  of  part-time  workers. 

ii)  The  tax  burden  on  labour  cost  for  the  labour 

intensive  industry  is  reduced.  This  will  disarm 
the  argument  of  capital  substitution  for  labour. 
As  well,  the  Payroll  Tax  will  be  neutral  to 
employers'  decisions  of  hiring  part-time 

workers.  Even  if  they  have  to  pay  tax  on  these 
workers,  the  cost  would  be  very  small. 

iii)  This  added  feature  is  consistent  with  the 
objectives  of  current  OHIP  assistance  program  - 
low  income  earners  and  people  encountering 
temporary  financial  difficulties  are  exempted 
from  OHIP  contribution. 

iv)  Administratively,  an  employer  has  to  estimate 
his  employees'  annual  income  and  pay  tax  on 
payroll  over  the  floor  level.  This  is  not  a 
welcome  feature  for  taxpayers. 

v)  For  an  employee  Payroll  Tax,  in  order  to  attain 
horizontal  equity  among  taxpayers,  special 
arrangement  is  needed  to  capture  tax  revenue  from 
those  workers  with  multiple  and  part-time  jobs 
when  their  combined  annual  income  is  above  the 
floor  level. 

vi)  The  floor  level  has  to  be  increased  periodically 
in  order  to  attain  the  original  policy 
objectives . 


5)  Ceiling 

If  taxes  are  related  to  benefits,  a  ceiling  is  normally 
set  at  a  level  in  accordance  with  risk  and  usage. 
Taxes  on  payrolls  are  proportional.  If  a  ceiling  or 
maximum  income  subject  to  tax  is  imposed,  the  nature  of 
the  tax  becomes  regressive  beyond  the  ceiling.  The 
employers  with  workers  earning  above  the  ceiling  level 
will  contribute  proportionately  less  than  those  with 
workers  below  the  ceiling.  The  other  major  drawback  of 
a  ceiling  level  is  revenue  growth.  Since  wage  rates 
increases  continuously  and  workers  with  more 
experience  will  eventually  be  promoted  into  higher  paid 


(1)  Floors  and  ceilings  are  discussed  in  Section  2,  Part  C  and 
Appendix  1.6. 


- 


, 
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jobs,  the  imposition  of  a  ceiling  level  will  deter  the 
growth  of  tax  revenue  in  parallel  with  total  wage 
bills.  Without  constant  increases  of  the  ceiling 
level,  the  tax  revenue  will  fall  behind  the  growth  of 
health  cost  and  inflation.  Finally,  no  matter  where 
the  ceiling  level  is  set,  it  is  bound  to  lay  a 
comparatively  heavier  burden  on  the  labour  intensive 
industries,  particularly  those  with  many  unskilled  low 
paid  workers. 

Whenever  there  is  a  ceiling,  it  is  necessary  to  have  a 
procedure  to  handle  over-contributions  and  refunds.  It 
will  be  very  costly  for  the  employer  to  keep  records  of 
individual  employees'  contributions  and  for  the 
government  to  monitor  the  payments,  especially  of 
people  who  change  jobs  or  hold  multiple  jobs  during  the 
year.  Here  are  some  statistics  to  illustrate  the 
magnitude  of  this  problem.  In  June  1981,  there  were 
161,000  multiple  jobholders  in  Ontario.  That  means,  if 
the  Payroll  Tax  is  on  employees,  there  will  be  at  least 
this  number  of  tax  refunds.  In  addition,  there  were 
more  than  1.1  million  workers  with  job  tenure  less  than 
one  year  as  in  June  1981.  These  are  the  potential 
individuals  that  will  file  for  tax  refunds. 


6)  Floor  and  Ceiling 

The  introduction  of  floor  and  ceiling  levels  in  the 
payroll  system  will  make  it  more  complex,  complicated 
and  costly  to  administer.  The  tax  revenue  will  grow  at 
a  very  slow  or  even  negative  rate  if  the  floor,  ceiling 
or  the  tax  rate  is  kept  constant.  The  analysis  on 
their  merits  and  demerits  as  discussed  above  are  still 
valid . 


7)  Self  Employed 

Self-employed  individuals  are  classified  and  included 
as  employers  in  the  above  analysis  in  order  to  achieve 
horizontal  equity  among  taxpayers  with  similar 
taxpaying  capacity.  The  inclusion  of  these  taxpayers 
will  mean  a  0.1  percentage  point  decrease  in  payroll 
tax  rate  for  all  employers.  To  administer  this  group 
of  taxpayers,  special  collection  procedures  and 
legislation  have  to  be  designed.  Here  is  another 
conflict  of  policy  objectives,  equity  versus 
administrative  simplicity,  that  policy  makers  must 
face  and  solve. 


PAYROLL  TAX  FOR  ONTARIO 
SECTION  2 


PAYROLL  TAX  FOR  ONTARIO  -  ADMINISTRATIVE  SCENARIOS 
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PAYROLL  TAX  FOR  ONTARIO 
ADMINISTRATIVE  SCENARIOS 


Payroll  Tax  has  been  introduced  as  having  a  possible  two 
part  administration  system,  shown  on  the  chart  entitled  "Four 
Structural  Options  for  Payroll  Tax  With  a  Two  Part 
Administration  System."  One  part  is  premised  on  employers 
remitting  the  tax  based  on  their  payroll  expense  and,  if 
required,  employers  withholding  from  their  employees'  payroll 
and  remitting  the  tax.  The  second  part  is  premised  on 
remitting  by  individuals  who  earn  income  from  self-employment. 
This  Section  of  the  paper  presents  a  total  of  six 
administrative  scenarios,  three  for  each  part.  The  special 
concerns  raised  by  administering  floors  and  ceilings  are  also 
discussed . 

In  Part  A  of  this  Section,  three  employer  remitting 
scenarios  are  presented  in  detail,  ranging  from  relying 
totally  on  administration  by  Revenue  Canada  to  Ontario 
administering  the  system  independently.  The  scenarios 
described  would  accommodate  the  burden  of  the  tax  falling 
solely  on  employers  or  the  burden  of  the  tax  split  between 
employers  and  employees.  In  version  1.0,  Revenue  Canada  would 
agree  to  administer  the  tax  on  Ontario's  behalf  as  part  of  the 
Personal  Income  Tax  system.  Revenue  Canada  would  perform  all 
functions  necessary  and  forward  tax  collected  from  employers 
to  Ontario  in  a  manner  similar  to  Personal  Income  Tax. 

In  version  2.0,  Employers  would  remit  directly  to  Ontario 
and  an  agreement  would  be  reached  with  Revenue  Canada  to  audit 
employers  as  part  of  its  existing  payroll  audit  activity. 
Ontario  would  design  a  system  for  processing  remittances  and 
for  raising  assessments  and  making  adjustments  based  on  advice 
forwarded  by  Revenue  Canada  as  a  result  of  auditing. 

In  version  3.0,  Ontario  would  administer  all  aspects  of 
the  tax  including  the  most  significant  difference  from  version 
2.0,  the  assumption  of  audit  and  verification  activities.  For 
all  three  versions,  five  categories  of  discussion  are 
presented:  Functions  Performed,  Implementation  including 
Time  Estimates,  Cost  Estimates,  Organization  Structure,  and 
Merits  and  Demerits. 


Part  B  of  this  section  turns  to  the  self-employed.  It 
should  be  understood  that  the  self-employed  would  be 
administered  very  differently  from  the  employer  remittance 
system.  Individuals  earning  income  from  self-employment  would 
be  dealt  with  as  individuals,  the  effect  of  which  would  be  to 
have  another  taxroll  about  70%  of  the  size  of  the  employer 
remitting  taxroll.  If  self-employed  earnings  were  to  be 
taxed,  the  self-employed  taxroll  of  about  200,000  records 
would  be  appended  but  distinct  from  the  employer  remitting 
taxroll . 
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The  administration  system  for  taxing  self-employed 
income  is  modeled  closely  on  the  existing  Revenue  Canada 
Income  Tax  system,  a  device  which  simplifies  compliance  for 
the  taxpayer.  As  in  the  employer  remitting  system,  there 
would  be  three  possible  administrative  scenarios:  1.0  relying 
fully  on  Revenue  Canada;  2.0  having  direct  remittance  to 
Ontario  with  audit  and  verification  by  Revenue  Canada;  and  3.0 
totally  administering  the  tax  in  Ontario.  Functions 
Performed,  Implementation  including  Time  Estimates,  Cost 
Estimates,  Organization  Structure  and  Merits  and  Demerits  are 
discussed . 


Part  C  of  the  Administrative  Scenario  Section  presents 
the  special  concerns  related  to  floors  and  ceilings. 
Depending  on  the  way  floors  and  ceilings  would  be  defined  and 
applied,  the  administration  of  the  tax  could  be  extremely 
complicated. 


' 
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EMPLOYER 

REMITTING 


PART  A  ~  EMPLOYER  REMITTING  SCENARIOS 

General  Description 

For  these  scenarios,  employers  in  Ontario  would  be  called 
upon  to  remit  tax,  keep  records,  and  generally  act  on 
Ontario's  behalf  to  administer  the  tax.  To  ease  the  burden  of 
these  requirements,  the  Revenue  Canada  withholding  system  for 
Income  Tax  deductions  at  source,  Canada  Pension  Plan 
contributions  and  Unemployment  Insurance  Premiums  would  be 
used  as  much  as  possible  to  reduce  the  requirements  for 
employers  to  learn  radically  new  taxing  provisions  and  to 
introduce  new  payroll  systems.  As  well,  Ontario's  tax 
calculations  would  be  based  upon  information  already  compiled 
in  employers'  payroll  systems.  The  key  figure  for  calculating 
tax  would  be  "Total  Earnings  Before  Deductions"  found  in  Box  C 
of  T4  Supplementaries  in  Revenue  Canada's  Income  Tax  system. 
"Total  Earnings  Before  Deductions"  ,  which  includes  "Taxable 
Benefits"  (Box  K)  and  "Commissions"  (Box  L)  ,  is  an  amount 
recorded  by  all  employers  for  all  employees  in  the  province. 
By  keying  on  this  number,  employers  would  be  able  to 
administer  a  Payroll  Tax  whether  it  takes  the  form  of  a  tax 
paid  directly  by  the  employer  on  his  payroll  expense,  whether 
the  burden  is  split  by  employers  with  their  employees  and,  in 
many  instances  whether  floor  and  ceiling  provisions  are 
necessary . 

Modelling  the  Income  Tax  withholding  system  would  have 
benefits  for  Ontario.  One  benefit  would  be  the  availability 
of  a  computerized  taxroll  and  possibly  an  established 
administration  system,  assuming  Revenue  Canada  agrees  to 
assist  Ontario  in  administering  Payroll  Tax.  Ontario  also 
would  benefit  from  employers'  familiarity  with  the  present 
withholding  system  in  that  shorter  times  would  be  required  to 
implement  the  tax  and  to  educate  employers  in  their  new 
responsibilities . 


Employers'  Responsibilities 

Employers'  responsibilities  for  maintaining  records  and 
for  remitting  and  returning  would  be  in  general  accordance 
with  established  practices  for  complying  with  Revenue  Canada's 
provisions  regarding  Income  Tax,  Canada  Pension  Plan  and 
Unemployment  Insurance.  There  would  be  different  degrees  of 
responsibilities,  however,  depending  on  the  nature  of  the  tax. 
Ranging  from  the  simplest  to  most  complex  for  the  employer, 
the  variations  are: 


' 
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i)  Employers  would  pay  the  tax  at  a  determined  rate 
on  their  payroll  expense  -  If  the  tax  is  to  be 
paid  in  this  way,  each  employer  would  make  one 
calculation  per  month,  assuming  remitting  would 
be  required  monthly.  The  calculation  would  be  a 
one-step  application  of  the  rate  to  the  employer's 
total  payroll  account  for  the  period. 

ii)  Employers  would  withhold  a  portion  of  each 
employee's  "Total  Earnings  Before  Deductions"  and 
then  the  employers  would  add  their  portions  and 
remit  the  totals  -  If  the  tax  is  to  be  paid  in 
this  way  employers  would  be  required  to  maintain  a 
Payroll  Tax  record  in  their  books  for  each 
employee  and  to  post  the  amount  withheld  to  each 
employee's  statement  of  earnings  and  deductions 
for  each  pay.  The  amount  withheld  from  employees 
would  be  added  to  the  employers'  tax  payable  and 
this  total  would  be  remitted,  probably  monthly. 

iii)  Employers  would  maintain  a  running  cumulation  of 
tax  payable  from  each  employee's  pay  for  the 
purpose  of  calculating  floors  and/or  ceilings. 
The  employer  would  withhold  from  each  employee's 
pay  when  the  floor  and/or  ceiling  provisions  are 
met.  Then,  as  in  ii)  above,  the  employer  would 
add  his  tax  payable  and  remit  the  total,  probably 
monthly.  This  is  an  oversimplification  and  the 
special  concerns  for  floors  and  ceilings  are 
presented  in  PART  C  of  Administrative  Scenarios. 

Taxroll  for  Employer  Remitting  Scenarios 

The  taxroll  would  be  approximately  280,000  employers, 
estimated  from  277,416  registered  active  employer  accounts  on 
Revenue  Canada's  1979  "PAYDAC"  computer  file.  The  " PAYDAC" 
file  is  Revenue  Canada's  taxroll  for  Income  Tax,  C.P.P. 
contributions  and  Unemployment  Insurance  premiums. 

A  taxroll  of  280,000  would  be  premised  on  not  maintaining 
a  record  for  each  of  the  approximately  4,000,000  employees  in 
the  Province.  Maintaining  a  record  for  each  employee  might  be 
a  consideration  for  monitoring  minimum  and  maximum  tax  payable 
by  employees,  depending  on  the  nature  of  the  possible  floor 
and  ceiling  provisions.  Rather  than  attempt  to  maintain  such 
a  mammoth  taxroll,  the  assumption  is  made  either  that  the 
provisions  can  be  legislated  in  a  way  to  prevent  overpayments 
and  underpayments  or  that  overpayments  and  underpayments  can 
be  rectified  using  a  means  other  than  a  Personal  Income  Tax 
system.  Consideration  of  a  Personal  Income  Tax  system  for 
Ontario  is  outside  the  purview  of  this  paper.  Part  C  and 
Appendix  1  details  some  of  the  concerns  raised  by  floors  and 
ceilings . 
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Remittances 

An  estimated  280,000  remittances  would  be  due  on  the  15th 
of  the  month  following  the  month  during  which  the  payroll 
expense  was  incurred.  For  example,  tax  would  be  due  February 
15  for  earnings  paid  to  employees  during  January.  This  is 
Revenue  Canada's  requirement  for  remitting  Income  Tax 
deductions  at  source,  Canada  Pension  Plan  contributions  and 
Unemployment  Insurance  Premiums.  A  total  of  3,360,000 
remittances  would  be  expected  each  year.  In  some 
circumstances  there  might  be  an  annual  summary  return,  an 
additional  280,000  transactions. 
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ADMINISTRATIVE  SCENARIOS: 

There  are  three  basic  possibilities  for  the  administrative 
scenarios  for  Employers  remitting  Payroll  Tax. 


1.0  Revenue  Canada 


Revenue  Canada  would  be  asked  to  administer  the  tax  on 
behalf  of  Ontario. 

2.0  Direct  Remitting  to  Ontario;  Audit  and  Verification  by 

Revenue  Canada 


Employers  would  remit  monthly  directly  to  Ontario  and 


Revenue  Canada  would 
employers'  compliance 
payroll  audit  activity. 


be  asked  to  audit 
as  part  of  their 


and  verify 
established 


3.0  Ontario 


Ontario  would  administer  all  aspects  of  the  tax. 
Each  of  these  scenarios  is  presented  in  five  parts: 


. 1  Functions  Performed 

.2  Implementation,  Including  Time  Estimates 

.3  Cost  Estimates 

.4  Organization  Structure 

.5  Merits  and  Demerits 


To  reduce  repetition,  provisions  described  in  preceding 
scenarios  are  not  repeated  in  full  in  later  scenarios.  A 
notation  is  made  and  a  shortened  version  of  the  provision  is 
given . 


i-  I 
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1.0  REVENUE  CANADA 

In  this  scenario  an  agreement  would  be  negotiated  with 
Revenue  Canada  to  administer  the  Payroll  Tax  program  for 
Ontario.  *  As  part  of  the  present  payroll  withholding 
system  used  by  employers  for  determining  and  remitting 
Income  Tax  deductions,  Canada  Pension  Plan  contributions 
and  Unemployment  Insurance  premiums,  employers  would  be 
required  to  submit  Ontario  Payroll  Tax  directly  to 
Revenue  Canada  as  part  of  their  monthly  remittance. 
Revenue  Canada  in  turn  would  forward  the  tax  collected  to 
Ontario  in  a  similar  or  identical  manner  as  Personal 
Income  Tax. 

1.1  Functions  Performed 


Almost  all  functions  in  this  proposed  tax  system  would  be 
performed  by  Revenue  Canada.  ®  Ontario's  role  would  be 
designing  the  tax  structure  and  negotiating  an  agreement 
with  Revenue  Canada.  ®  Verification  of  the  amounts 
forwarded  to  Ontario  from  Revenue  Canada  would  be 
accomplished  in  a  similar  manner  to  Personal  Income  Tax. 

1 . 2  Implementation,  Including  Time  Estimates 

The  implementation  of  any  scenario  would  best  be 
accomplished  by  a  temporary  start-up  team  responsible  for 
all  facets  of  the  implementation  from  shepherding  the 
legislation  to  ensuring  the  first  cycle  of  the  operation 
can  take  place.  The  task  would  require  finding  first¬ 
time  solutions  to  a  greater  number  of  problems  than  would 
be  expected  in  a  stable,  established  organization  and 
therefore  would  require  problem-solving  skills  and 
learning  capacity  to  handle  the  uncertainty  expected  when 
introducing  something  new.  A  team  of  highly-qualified 
experts  in  the  functions  necessary  to  administer  the  tax 
would  be  relieved  of  competing  responsibilities  to  allow 
full  concentration  on  the  task.  The  team  also  would 
require  sufficient  access  to  authority  and 
responsibility  to  fulfill  this  special  role. 

For  scenario  1.0,  Employer  remitting  administered  by 
Revenue  Canada,  Ontario's  effort  would  emphasize 
legislation  and  federal-provincial  negotiations. 

Time  Estimate:  1  Year 

To  estimate  the  calendar  time  required  to  implement  the 
tax  from  the  time  the  option  is  chosen,  the  key  items 
considered  are: 
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i)  Negotiating  an  agreement  with  Revenue 
Canada  for  estimating  a  total  time 
required  and,  once  negotiations  begin,  for 
scheduling  an  implementation  date. 

ii)  Passing  legislation  in  Ontario  and  perhaps 
federally . 

iii)  Modifying  the  Revenue  Canada 

administration  system,  including  the 
computerized  taxroll  and  the  payroll  audit 
program . 

iv)  Employers  require  lead  time  to  adjust 
their  payroll  systems,  especially 
mechanical  and  electronic  systems. 


' 
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1.3.  Cost  Estimates  (81-82  Dollars) 

Two  sets  of  cost  estimates  are  necessary,  start¬ 
up  costs  and  operating  costs. 

Start-up  Costs: 

Start-up  costs  for  this  option  could  be  comprised 
of  charges  levied  by  Revenue  Canada  for  adjusting 
their  systems.  Since  the  situation  is  so  vague, 
an  estimate  for  start-up  costs  is  not  made. 

Operating  Costs: 

Two  models  are  used  to  estimate  annual  operating 
costs  for  Ontario. 

If  the  Personal  Income  Tax  is  used  as  a  model,  it 
is  possible  to  say  that  no  direct  costs  need  be 
allocated  for  operating  this  Payroll  Tax  system 
scenario.  Revenue  Canada  appears  to  satisfy 
itself  with  underestimating  the  actual  amounts 
due  when  remitting  Income  Tax  installments  to 
Ontario.  The  federal  government  therefore  has  use 
of  the  underestimated  portion  until  the  annual 
reconciliation  is  made,  in  effect  a  hidden  cost  to 
Ontario . 


The  Ontario  Tax  Credit  System  might  also  be  used 
as  a  model.  To  administer  the  system,  the  Federal 
Government  uses  a  charging  formula  based  on 
volumes  processed.  The  charge  is  usually  about  1% 
of  the  amount  credited.  Because  Payroll  Tax  would 
not  be  as  complex  to  administer,  a  .5%  charge  of 
the  amount  collected  is  assumed  as  a  more  than 
adequate  compensation.  The  charge  for  $1.2 
billion  collected  would  be  $6,000,000. 

Cost  Estimate  Range  to  Operate:  $0  -  $6  million 
excluding  loss  of  use  of  funds  not  remitted  with 
installments  from  Revenue  Canada. 
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1.4  Organization  Structure 

In  discussing  the  options  for  organization 
structure  throughout  the  Administrative  Scenario 
section,  no  radical  departure  from  the  current 
organization  structure  was  contemplated.  The 
present  structure  of  the  Tax  Revenue  Program  is 
mimicked  with  responsibility  for  the  statute 
assigned  to  a  host  Branch  and  specific  functions 
assigned  to  a  functional  Branch.  No  attempt  was 
made  to  address  other  possibilities,  for  example 
functionally  organizing  audit,  a  decentralized 
organization  based  on  the  demography  of  the  tax 
roll,  alternatives  based  on  technological 
advances  such  as  decentralized  data  processing, 
or  Oshawa's  potential  to  provide  needed  staff. 

In  this  scenario  where  Revenue  Canada  operates  the 
tax,  Ontario  would  require  no  additional 
organization  structure. 


1.5.  Merits  and  Demerits 

Merits: 

Extremely  simple  for  governments  and  taxpayers 
because  minimal  paperburden  would  be  added  to 
an  already  operating  system.  No  additional 
data  collection  would  be  required  and  only  one 
calculation  monthly  by  the  taxpayer. 

Cost  would  be  very  low. 


Demerits: 

-  Federal  agreement  and  cooperation  is 
intangible  at  this  time. 

Ontario  would  lose  flexibility  in  changing  the 
system  once  installed. 

Ontario  would  not  have  direct  control. 


. 
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2.0  DIRECT  REMITTING  TO  ONTARIO; 

AUDIT  AND  VERIFICATION  BY  REVENUE  CANADA 


Under  this  option  employers  would  remit  their  tax 
directly  to  Ontario  and  an  agreement  would  be 
negotiated  with  Revenue  Canada  to  provide 
information  on  compliance  of  employers.  As  part 
of  each  employer's  present  payroll  withholding 
system  for  Income  Tax  deductions,  C.P.P.,  and 
Unemployment  Insurance,  employers  would  be 
required  to  remit  Payroll  Tax  on  a  monthly  basis 
to  Ontario,  either  by  mail  or  preferably  at  their 
bank.  An  uncomplicated  system  might  be  developed 
to  use  a  return  card  as  both  a  reminder'  to  the 
employer  and  a  remittance  advice.  The  Retail 
Sales  Tax  return  card  system  could  serve  as  a 
model . 

Revenue  Canada's  cooperation  would  be  needed  to 
inform  Ontario  of  changes  in  the  taxroll  and  to 
verify  employers'  compliance.  As  part  of  Revenue 
Canada's  Payroll  Audit  program,  "Total  Earnings 
Before  Deductions"  is  verified  during  an  audit. 
Since  this  amount  would  be  the  tax  base  to  which  a 
straight-forward  calculation  is  made,  any 
discrepancies  discovered  in  this  amount  would 
indicate  a  case  of  non-compliance  or  needed 
adjustment.  When  a  discrepancy  is  found,  an 
advice  would  be  forwarded  from  Revenue  Canada  for 
Ontario  to  take  action,  for  example  raise  an 
assessment . 

2.1.  Functions  Performed 


For  this  administration  system  there  would  be  a 
split  of  the  functions  performed  by  Ontario  and 
Revenue  Canada.  This  split  is  presented  below  by 
the  functions  thought  necessary  to  administer  a 
Payroll  Tax. 

Tax  Design  and  Legislation 


Ontario: 

The  structure  of  the  tax  and  the  legislation 
necessary  to  impose  the  structure  would  be  totally 
within  the  purview  of  Ontario. 


, 

-* 
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Revenue  Canada: 

It  is  assumed  the  agreements  for  information 
referral  and  activities  performed  would  be  viable 
under  the  federal  legislation. 


I nf ormation 


Ontario: 

At  start-up  Ontario  would  expect  to  produce 
considerable  information  for  informing  employers 
of  their  responsibilities  under  the  legislation. 
Advertising,  both  in  the  media  and  by  direct 
contact  with  the  tax  roll,  would  be  a  large  part 
of  the  effort. 

During  operation,  continuing  information  programs 
would  be  required  to  remind  taxpayers  of  their 
responsibilities  and  to  introduce  new  employers 
to  the  system. 

Revenue  Canada: 

On  their  own  initiative.  Revenue  Canada  might 
choose  to  advertise  their  involvement. 


Revenue  Processing 

Ontario: 

This  would  be  an  area  of  major  effort.  The 
assumption  is  approximately  280,000  transactions 
per  month  or  3,360,000  per  annum  would  be 
processed.  These  transactions  would  be 

subtantially  similar  to  Retail  Sales  Tax  return 
transactions.  At  the  heart  of  performing  this 
function  would  be  an  automated  system  for 
accounting  for  remittances  and  monitoring  the 
taxpayers'  performances.  The  resources  required 
to  operate  this  system  form  the  greatest  bulk  of 
the  expenditure  which  Ontario  would  face,  is 
detailed  below  under  Cost  Estimates. 

Revenue  Canada: 


N/A 


. 
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Audit 


Ontario: 

Based  on  information  and  advice  received  from 
Revenue  Canada,  Ontario  would  raise  assessments 
and  make  adjustments.  It  may  be  possible  to 
perform  this  function  automatically  via  the 
computer  system.  No  field  audit  by  Ontario  is 
foreseen . 

Revenue  Canada: 

An  agreement  would  be  sought  with  Revenue  Canada 
to  perform  the  audit  function  on  behalf  of 
Ontario.  In  the  event  of  a  discrepancy,  an  advice 
would  be  sent  to  Ontario. 

The  audit  would  be  a  tiny  addition  to  the  Revenue 
Canada  Payroll  Audit  program.  This  program 
already  verifies  "Total  Earnings  before 
Deductions"  during  the  normal  course  of  events. 
Knowing  any  alterations  to  .this  figure  would  put 
Ontario  in  a  position  to  assess  or  adjust. 


Delinquencies  and  Collections 

Ontario: 

Delinquent  accounts  would  be  controlled  and 
collected  via  the  computer.  In  circumstances  when 
the  taxpayer  does  not  respond,  personal  attention 
to  specific  cases  would  be  necessary. 

Revenue  Canada: 

N/A 

Appeals 

Ontario: 

N/A 

Revenue  Canada: 

If  it  is  assumed  most  objections  and  appeals 
would  be  concerned  with  Revenue  Canada' s 
verification  of  "Total  Earnings  before 
Deductions" ,  then  determinations  and  appeals 
would  rest  with  Revenue  Canada. 
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Administration 


Ontario: 

If  an  organization  is  created,  administration 
would  be  required.  Administration  would  include 
management,  administration  support  both  in  the 
organization  created  and  Support  Services 
Division,  and  additions  to  staff  areas.  Rather 
than  attempt  to  build  cost  estimates  from  bottom 
up,  administration  costs  are  estimated  at  15%  to 
20%  of  other  costs  estimated. 

Revenue  Canada: 

N/A 

2.2.  Implementation,  Including  Time  Estimate 

Using  the  implementation  start-up  team  aproach 
described  above,  experts  in  the  areas  listed  would 
be  required  as  the  nucleus  of  the  team. 

Areas  of  expertise: 

Legislation,  with  emphasis  on  intergovernmental 
agreements  and  Income  Taxation. 

Information,  with  emphasis  on  informing  employers 
of  their  responsibilities. 

Revenue  Processing,  perhaps  with  expertise  in 
Retail  Sales  Tax  processing  if  it  is  used  as  a 
model.  Systems  design  is  included  as  part  of 
Revenue  Processing. 

Audit,  with  some  emphasis  on  using  the  computer  to 
generate  assessments  automatically  using 
information  from  Revenue  Canada. 

Delinquencies  and  Collections  with  emphasis  on 
heavy  utilization  of  computer  with  minimal 
personal  follow-up. 

Time  Estimate:  18  months 

To  estimate  the  calendar  time  required  to 
implement  the  tax  from  the  time  an  option  is 
chosen,  the  key  items  considered  are  listed. 
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Where  these  items  are  the  same  as  in  a  previous 
scenario,  this  is  noted  and  a  precis  of  the  item 
given.  The  key  items  are: 


i)  As  in  1.0,  negotiate  with  Revenue  Canada, 
this  time  for  tax  roll  and  audit. 

ii)  As  in  1.0,  passing  legislation. 

iii)  Developing  a  computer  system  for 

processing  and  accounting  for  remittances 
would  be  of  equal  importance  to 
negotiating  an  agreement  with  Revenue 

Canada.  The  time  frames  given  assume 
Ontario  Government  data  centres  have 

capacity  or  can  acquire  capacity  within 
the  times  allotted. 

iv)  As  in  1.0,  giving  Employers  lead  time. 
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2 . 3  Cost  Estimates  (81-82  Dollars) 

START-UP  COSTS  ($000): 

MAN-YEARS  $ 


Tax  Design  &  Legislation 

16 

$ 

700.0 

Information 

17 

1,960.0 

Revenue  Processing 

29 

4,150.0 

Audit 

- 

- 

Delinquencies  &  Collections 

— 

- 

Appeals 

- 

- 

Administration 

— 

397.0 

TOTALS 

62 

$ 

7,207.0 

OPERATING  COSTS  ($000): 

Tax  Design  &  Legislation 

MAN-YEARS 

11 

$ 

$ 

471.3 

Information 

30 

1,542.6 

Revenue  Processing 

181 

7,750.0 

Audit 

11 

250.0 

Delinquencies  &  Collections 

30 

700.0 

Appeals 

1 

49.0 

Administration 

40 

1,372.6 

Leased  Accommodation 

- 

456.0 

TOTALS 

304 

$ 

12,591.5 

NOTES : 

Leased  accommodation  is  assumed  due  to  lack  of  space  in  Oshawa. 

Long  distance  communication  costs  for  computer  operations  are 
not  included. 

Administration  includes  management,  administration  support  in 
any  organization  created  and  in  Support  Services  Division,  and 
staff  branch  increases. 
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2.4 


Organization  Structure 


This  scenario  would  see  Ontario  performing  some 
but  not  all  the  functions  to  operate  the  tax.  It 
would  be  possible  to  assign  product 
responsibility  to  an  existing  product  branch  or  a 
new  branch,  with  functional  activities  assigned 
to  functional  areas.  Since  the  system  would  be 
very  simple  and  stress  automation  in  its 
operation,  the  major  responsibility  of  the 
product  branch  would  be  in  tax  design  and 
legislation  and  in  establishing  system 
parameters,  for  example,  the  tolerance  levels  for 
referring  delinquent  accounts  for  personalized 
attention.  A  list  of  the  functions  performed  by 
Ontario  and  suggested  Branch  responsibilities  for 
operating  the  system  is: 


Function 

Tax  Design  and  Legislation 

Information 
Revenue  Processing 
Audit 

Delinquencies  and  Collections 


Branch 

Corporations  Tax  Branch  or 
Guaranteed  Income  and  Tax 
Credit  Branch  or  Payroll 
Tax  Branch 

Taxpayer  Services  Branch 

Taxation  Data  Centre 

Taxation  Data  Centre, 
because  Revenue  Canada 
would  audit  as  a  service. 

Taxation  Data  Centre, 
possibly  with  referrals 
to  District  Offices. 

Taxation  Data  Centre, 
because  most  additional 
staff  would  be  processing 
revenue . 


Administration 


' 
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2.5.  Merits  and  Demerits 


Merits : 

Cash  flow  for  Ontario  is  immediate  with  no 
delay  as  would  be  experienced  with  Revenue 
Canada  collecting  on  Ontario's  behalf. 

Little  additional  paperburden  and 

administratively  simple  for  taxpayer. 

Ability  to  alter  system  at  will. 

Demerits: 

Federal  cooperation  and  agreement  required. 
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3.0  ONTARIO 

In  this  scenario  Ontario  would  administer  all 
aspects  of  the  tax.  The  major  difference  of  this 
option  to  the  Direct  Remitting  to  Ontario;  Audit 
and  Verification  by  Revenue  Canada  would  be 
Ontario's  assumption,  perhaps  duplication,  of  the 
audit  and  verification  activities  performed  by 
Revenue  Canada  to  maintain  the  integrity  of  the 
payroll  withholding  system  for  "Total  Earnings 
Before  Deductions" . 

Employers  would  calculate  their  Payroll  Tax  using 
their  payroll  system  which  generates  "Total 
Earnings  Before  Deductions".  Additionally 
employers  would  be  required  to  file  a  return  of 
their  annual  payroll  expense  and  tax  remitted  to 
Ontario,  in  effect  a  duplication  of  Revenue 
Canada's  requirement  to  file  a  "T4  Summary  of 
Remuneration  Paid". 

3.1.  Functions  Performed 


Ontario  would  perform  all  functions  in  this 
scenario.  Where  the  function  descriptions  are 
identical  to  the  preceding  scenario  only  the 
salient  points  are  repeated  and  variations 
explained.  Comments  are  made  where  an  information 
sharing  agreement  with  Revenue  Canada  would  have 
use . 


/ 
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Tax  Design  and 
Legislation 

Same  as  2.0. 

Ontario  would  be  responsible 
for  tax  structure  and 
legislation . 

Inf ormati on 

Same  as  2.0. 

At  start-up,  heavy  advertising 
and  direct  contact  with 
taxpayers  would  be  necessary, 
especially  if  Ontario 
must  create  its  own 
taxroll  without  assistance 
from  Revenue  Canada. 

Revenue 

Processing 

Very  similar  in  concept 
to  2.0  but  with  additional 
sophistication  in  the 
computer  systems  to 
monitor  taxpayer  compliance.  - 

Audit 

Ontario  would  need  to 
verify  "Total  Earnings 
before  Deductions"  and 
the  proper  remittance 
of  tax  via  a  field  audit 
program.  In  effect, 

Ontario  would  be  duplicating 
a  portion  of  the  Payroll 

Audit  activity  of  Revenue 
Canada . 

An  information  sharing 
agreement  and  an  audit 
planning  agreement  with 

Revenue  Canada  would 
be  useful  to  Ontario. 

Delinquencies  and 
Collections 

Same  as  2.0. 

A  heavy  reliance  on 
the  computer  would  be 
expected  to  control 
and  collect  accounts. 

Appeals 

Ontario  would  be  responsible 
for  all  objections  and 
appeals . 

Administration 

Administration  overhead 
estimated  @  15%  to  20% 
of  other  costs  estimated. 

' 


' 
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3 . 2  Implementation ,  Including  Time  Estimate 

Using  the  implementation  start-up  team  approach, 
experts  in  all  the  functions  would  be  necessary. 
A  heavy  emphasis  on  computer  systems  design  can  be 
foreseen . 

Time  Estimate:  2  Years 

To  estimate  the  calendar  time  required  to 
implement  the  tax,  the  key  items  considered  are: 


i)  As  in  previous  scenarios,  passing  the 
legislation . 

ii)  As  in  the  preceding  scenario,  developing  a 
computer  system  would  be  a  major  element. 
It  would  be  a  larger  task  for  this  Ontario 
administered  option  and  Ontario  Government 
data  centre  capacity  is  assumed  to  be 
adequate  or  attainable  within  the  time 
frame. 

iii)  Developing  the  audit  program,  including  an 
analysis  package  for  use  with  the  computer 
system,  would  be  an  element. 

iv)  As  in  other  scenarios,  giving  Employers 
lead  time. 
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3 . 3  Cost  Estimates  (81-82  Dollars) 
START-UP  COSTS  ($000): 


MAN-YEARS  $ 


Tax  Design  &  Legislation 

22 

$ 

942.6 

Information 

17 

1,960.0 

Revenue  Processing 

29 

4,650.0 

Audit 

4 

175.0 

Delinquencies  &  Collections 

1 

42.0 

Appeals 

- 

- 

Administration 

— 

539.5 

TOTALS 

73 

$ 

8,309.1 

OPERATING  COSTS  ($000): 

MAN-YEARS 

$ 

Tax  Design  &  Legislation 

11 

$ 

471.3 

Information 

30 

1,542.6 

Revenue  Processing 

181 

7,750.0 

Audit 

117 

4,000.0 

Delinquencies  &  Collections 

30 

700.0 

Appeals 

5 

243.0 

Administration 

56 

2,000.0 

Leased  Accommodation 

— 

645.0 

TOTALS 

430 

$ 

17,351.9 

NOTES : 

Leased  accommodation  is  assumed  due  to  lack  of  space  in  Oshawa. 

Long  distance  communication  costs  for  computer  operations  are 
not  included. 

Administration  includes  management,  administration  support  in 
any  organization  created  and  in  Support  Services  Division,  and 
staff  branch  increases. 


. 


■ 
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3 . 4  Organization  Structure 

This  scenario  would  involve  Ontario  in  performing 
all  functions  to  support  the  tax  system.  It  seems 
logical  to  lay  the  Payroll  Tax  requirements  over 
the  current  organization  structure  by  creating  a 
Payroll  Tax  Branch  with  the  information  and 
revenue  processing  functions  performed  by  the 
Taxpayer  Services  Branch  and  Taxation  Data  Centre 
respectively.  Appeals  would  be  handled  by  Revenue 
Tax  Appeals  Branch. 


3.5  Merits  and  Demerits 


Merits: 


Cash  flow  is  immediate. 


Little  additional  paperburden  and 

administratively  simple  for  taxpayer. 


Ontario  could  expand  or  contract  audit 
coverage  to  satisfy  its  concerns. 

Control  over  system 


Flexibility 


Demerits: 


Additional  costs  incurred  for  audit,  which 
could  be  viewed  as  a  duplication  of  Revenue 
Canada's  efforts. 

Additional  costs  incurred  for  appeals. 

Additional  burden  for  taxpayers  to  duplicate 
federal  system. 


: 

' 

' 

. 

- 
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PART  B  ~  SELF-EMPLOYED  REMITTING  SCENARIOS 
General  Description 

The  Self-Employed  Remitting  scenarios  are  conceived  as  a 
potential  addition  to  an  Employer  Remitting  scenario.  At  this 
time  it  is  not  thought  reasonable  to  introduce  a  Payroll  Tax 
on  income  earned  from  self-employment  on  its  own.  If 
introduced,  it  would  be  part  of  a  tax  structure  including  a 
form  of  Payroll  Tax  on  employers  or  on  employers  and  employees 
together.  The  reader  should  keep  this  concept  in  mind, 
especially  when  reviewing  cost  estimates. 


For  these  scenarios,  individuals  who  earn  income  from 
self-employment  would  be  required  to  remit  tax  and  file  a 
return.  To  simplify  compliance  with  the  Payroll  Tax 
requirements,  the  Revenue  Canada  Personal  Income  Tax  system 
should  be  paralleled  as  much  as  possible.  Consistent  with 
this  premise,  the  individual  would  calculate  his  Payroll  Tax 
at  the  determined  rate  on  Net  Income  from  Self-Employment  as 
calculated  for  Revenue  Canada  on  "Statement  of  Income  and 
Expenses"  and  reported  as  Income  from  Self-Employment  on  the 
Tl  Federal  and  Ontario  Individual  Income  Tax  Return.  By 
keying  on  this  number  individuals  with  income  from  self- 
employment  would  find  it  very  simple  to  calculate  their  tax 
due.  This  type  of  simplicity  would  benefit  Ontario  because 
implementation  times  would  be  shorter  and  taxpayer  education 
easier . 

Self-Employed  Income  Earners'  Responsibilities 

Individuals  earning  income  from  self-employment  would  be 
responsible  for  remitting,  returning  and  accounting  for  tax  in 
general  accordance  with  Revenue  Canada's  provisions  regarding 
Income  Tax  and  Canada  Pension  Plan.  The  Revenue  Canada  system 
would  be  paralleled  in  use  of  forms,  definitions  and  other 
administrative  practices. 

Taxroll  for  Self-Employed  Income  Earners 

The  taxroll  would  be  approximately  200,000  as  estimated 
from  Canada  Pension  Plan  Contributors  1978,  Department  of 
Health  and  Welfare. 

Remittances 


Taxpayers  would  calculate  tax  due  based  on  their  previous 
years'  net  income  from  self-employment  or  on  their  estimated 
current  year  net  income.  Equal  quarterly  installments  of  tax 
would  be  due  on  March  31,  June  30,  September  30,  and  December 
31  with  a  year-end  return  due  on  April  30  of  the  following 
year.  Taxpayers  would  be  encouraged  to  make  these  payments  at 
their  bank.  There  would  be  200,000  transactions  five  times  a 
year  for  a  total  of  1,000,000  transactions  per  annum.  These 
dates  and  provisions  are  the  same  as  Revenue  Canada's. 


. 
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ADMINISTRATIVE  SCENARIOS: 

As  there  are  for  the  Employers  remitting  Payroll  Tax, 
there  are  three  basic  possibilities  for  administering  payroll 
tax  on  earnings  from  self-employment. 


1. 0  Revenue  Canada 

Revenue  Canada  would  be  asked  to  administer  the  tax 
on  behalf  of  Ontario. 

2. 0  Direct  Remitting  to  Ontario;  Audit  and  Verification 

by  Revenue  Canada 

Individuals  earning  income  from  self-employment 
would  remit  quarterly  directly  to  Ontario  and 
Revenue  Canada  would  be  asked  to  audit  and  verify 
compliance  as  part  of  the  Personal  Income  Tax 
system . 

3 . 0  Ontario 

Ontario  would  administer  all  aspects  of  the  tax,  in 
effect  creating  and  operating  a  Personal  Income  Tax 
system  for  individuals  with  income  from  self- 
employment  . 

Each  of  these  scenarios  is  presented  in  five  parts: 

.1  Functions  Performed 

.2  Implementation,  Including  Time  Estimate 
.3  Cost  Estimates 
.4  Organization  Structure 
.5  Merits  and  Demerits 

To  reduce  repetition,  provisions  described  in  preceding 
scenarios  are  not  repeated  in  full  in  later  scenarios.  A 
notation  is  made  and  a  precis  of  the  provision  is  given. 
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1.0  REVENUE  CANADA 

In  this  scenario  an  agreement  would  be  negotiated  with 
Revenue  Canada  to  administer  Payroll  Tax  on  self-employed 
earnings.  As  part  of  their  quarterly  exercise  of 
determining  Income  Tax  and  Canada  Pension  Plan 
contributions,  individuals  with  income  from  self- 
employment  would  calculate  and  submit  Ontario  Payroll  Tax 
directly  to  Revenue  Canada.  Revenue  Canada  in  turn  would 
forward  the  tax  collected  to  Ontario  in  a  similar  or 
identical  manner  as  Personal  Income  Tax. 

This  scenario  is  almost  identical  to  the  Employer-Revenue 
Canada  scenario  in  Part  A.  It  would  seem  appropriate  to 
consider  these  scenarios  together  if  individuals  are  to 
pay  Payroll  Tax  on  their  earnings  from  self-employment. 

1 .1  Functions  Performed 

Almost  all  functions  in  this  proposed  tax  system 
would  be  performed  by  Revenue  Canada.  Ontario's 
role  would  be  designing  the  tax  structure  and 
negotiating  an  agreement  with  Revenue  Canada. 
Verification  of  the  amounts  forwarded  to  Ontario 
from  Revenue  Canada  would  be  done  in  a  similar 
manner  to  Personal  Income  Tax. 

1. 2  Implementation,  Including  Time  Estimates 

The  implementation  start-up  team  approach 
described  in  Part  A  under  Employer  -  Revenue 
Canada  would  be  an  appropriate  means  for 
implementing  any  of  the  Self-Employed  scenarios. 
For  the  Self-Employed  -  Revenue  Canada  scenario, 
Ontario's  effort  would  emphasize  legislation  and 
federal-provincial  negotiations. 
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Time  Estimate:  1  Year 


To  estimate  the  calendar  time  required  to  implement  the 
tax  from  the  time  the  option  is  chosen,  the  key  items 
considered  are: 

i)  Negotiating  an  agreement  with  Revenue  Canada, 

ii)  Passing  legislation  in  Ontario  and  perhaps 
federally, 

iii)  Modifying  the  Revenue  Canada  administration 
system,  including  the  computerized  taxroll  and 
the  instructions  to  taxpayers. 


. 
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1.3  Cost  Estimates  (81-82  Dollars) 


Two  sets  of  cost  estimates  are  necessary,  start-up 
costs  and  operating  costs. 

Start-up  Costs: 

Start-up  costs  for  this  scenario  could  be 
comprised  of  charges  levied  by  Revenue  Canada  for 
adjusting  their  systems.  Since  the  situation  is 
so  vague,  a  dollar  estimate  for  start-up  costs  is 
not  made. 

Operating  Costs: 

Once  again  there  is  a  close  parallel  to  Part  A's 
Employer  -  Revenue  Canada  option.  If  Personal 
Income  Tax  is  used  as  a  model  to  develop  a  cost 
estimate  for  operating  the  tax  system,  there  would 
be  no  direct  cost  to  Ontario.  It  can  be  assumed 
that  the  formula  used  for  forwarding  Payroll  Tax 
to  Ontario  would  work  in  the  same  way  as  the 
formula  for  forwarding  Payroll  Tax  in  that  the 
actual  amounts  due  would  be  underestimated.  This 
situation  would  result  in  a  hidden  cost  to  Ontario 
due  to  loss  of  use  of  the  funds  until  the 
reconciliation  is  made. 

A  second  model  is  the  Ontario  Tax  Credit  System 
where  a  1%  charge  on  the  amount  credited  is  made 
for  processing  the  documents.  Because  Payroll  Tax 
is  much  less  complex,  an  amount  of  .5%  of  the 
amount  collected  is  assumed  to  be  more  than 
adequate  compensation.  If  we  assume  the  self- 
employed  would  pay  about  5%  of  the  total  $1.2 
billion  estimated,  then  a  .5%  charge  for  the  self- 
employed  would  be  $300,000. 


Cost  Estimate  Range  to  Operate: 

$0  -  $300,000,  excluding  loss  of  use  of  funds  not 
remitted  with  installments  from  Revenue  Canada. 

1 . 4  Organization  Structure 


Ontario  would  require  no  organization  structure 
because  Revenue  Canada  would  administer  the  tax. 
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1.5  Merits  and  Demerits 


Merits: 


Extremely  simple  for  governments  and 
taxpayers  because  minimal  paperburden 
would  be  added  to  an  already  operating 
system.  No  additional  data  collection 
would  be  required  and  only  one  calculation 
per  quarter  by  the  taxpayer. 

Cost  would  be  very  low. 

Demerits: 

Federal  agreement  and  cooperation  is 
intangible  at  this  time. 

Ontario  would  lose  flexibility  in  changing 
the  system  once  installed. 

Ontario  would  not  have  direct  control. 


' 
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2.0  DIRECT  REMITTING  TO  ONTARIO; 

AUDIT  AND  VERIFICATION  BY  REVENUE  CANADA 

This  scenario  is  parallel  to  the  Direct  Remitting  to 
Ontario;  Audit  and  Verification  by  Revenue  Canada 
scenario  described  for  Employers  in  Part  A. 


In  this  scenario  individuals  earning  income  from  self- 
employment  would  remit  quarterly  directly  to  Ontario  and 
an  agreement  would  be  negotiated  with  Revenue  Canada  to 
provide  information  on  compliance.  An  uncomplicated 
system  might  be  developed  to  use  a  return  card  as  both  a 
reminder  to  the  taxpayer  and  a  remittance  advice. 

Revenue  Canada's  cooperation  would  be  required  to  inform 
Ontario  of  changes  in  the  taxroll  and  to  verify 
compliance.  When  discrepancies  are  found,  an  advice 
would  be  forwarded  from  Revenue  Canada  for  Ontario  to 
take  action,  for  example  raise  an  assessment. 

2.1  Functions  Performed 


There  would  be  a  split  of  functions  performed  by 
Ontario  and  Revenue  Canada  as  described  below. 

Tax  Design  and  Legislation 


Ontario: 

Ontario  would  design  the  tax  and  prepare  the 
legislation  to  impose  the  tax. 

Revenue  Canada: 

It  is  assumed  the  agreements  for  information 
referral  and  activities  performed  would  be  viable 
under  the  federal  legislation. 

I nf ormation 


Ontario: 

At  start-up  Ontario  would  expect  to  produce 
considerable  information  for  detailing  taxpayers' 
responsibilities.  Advertising,  both  in  the  media 
and  by  direct  contact  with  the  tax  roll,  would  be 
a  large  part  of  the  effort. 

During  operation  continuing  information  programs 
would  be  required  to  introduce  new  taxpayers  to 
their  responsibilities. 


*  V  '  I 


75 


SELF-EMPLOYED 
REMIT  ONTARIO 
AUDIT  CANADA 


Revenue  Canada: 

Revenue  Canada  might  choose  to  advertise  their 
involvement . 

Revenue  Processing 


Ontario: 

This  would  be  an  area  of  major  effort.  It  is 
estimated  there  would  be  a  tax  roll  of  200,000  to 
maintain  and  a  quarterly  transaction  for  each 
taxpayer.  Central  to  performing  this  function 
would  be  an  automated  system  for  accounting  for 
remittances  and  monitoring  taxpayers' 

performances.  The  resources  to  develop  and 
operate  this  system  would  form  the  greatest  bulk 
of  expenditure  for  Ontario,  as  detailed  below 
under  Cost  Estimates. 

Revenue  Canada: 

N/A 

Audit 

Ontario: 

Based  on  information  and  advice  received  from 
Revenue  Canada,  Ontario  would  raise  assessments 
and  make  adjustments.  Ideally  these  activities 
would  be  performed  by  the  computer  system.  No 
field  audit  by  Ontario  is  foreseen. 

Revenue  Canada: 

An  agreement  would  be  sought  with  Revenue  Canada 
to  perform  the  audit  function  on  behalf  of 
Ontario.  In  the  event  of  a  discrepancy,  an  advice 
would  be  sent  to  Ontario. 

Delinquencies  and  Collections 

Ontario: 

Delinquent  accounts  would  be  controlled  and 
collected  via  the  computer.  In  circumstances 
when  the  taxpayer  does  not  respond,  personal 
attention  to  specific  cases  would  be  necessary. 

Revenue  Canada: 

N/A 
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Appeals 

Ontario: 

N/A 

Revenue  Canada: 

If  it  is  assumed  most  objections  and  appeals  would 
be  in  response  to  audit  action,  then 
determinations  and  appeals  would  rest  with 
Revenue  Canada. 

Administration 


Ontario: 

The  standard  administration  overhead  would  be  15% 
-  20%  of  other  costs  estimated,  as  established  in 
Part  A,  Employer  -  Remit  Ontario;  Audit  Canada. 

Revenue  Canada: 

N/A 

2 . 2  Implementation,  Including  Time  Estimates 

Using  the  implementation  start-up  team  approach 
described  previously,  experts  in  the  areas  listed 
would  be  required  as  the  nucleus  of  the  team. 

Areas  of  expertise: 

Legislation,  with  emphasis  on  intergovernmental 
agreements  and  Income  Taxation. 

Information,  with  emphasis  on  informing  employers 
of  their  responsibilities. 

Revenue  Processing,  perhaps  with  expertise  in 
Retail  Sales  Tax  processing  if  it  is  used  as  a 
model.  Systems  design  is  included  as  part  of 
Revenue  Processing  in  this  case. 

Audit,  with  emphasis  on  using  the  computer  to 
generate  assessments  automatically  using 
information  from  Revenue  Canada. 

Delinquencies  and  Collections,  with  emphasis  on 
heavy  utilization  of  computer  with  minimal 
personal  follow-up. 
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Time  Estimate:  18  Months 

To  estimate  the  calendar  time  required  to 
implement  the  tax  from  the  time  an  option  is 
chosen,  the  key  items  considered  are: 

i)  As  in  1.0,  negotiate  with  Revenue  Canada 
this  time  for  tax  roll  and  audit. 

ii)  As  in  1.0,  passing  legislation. 

iii)  Developing  a  computer  system  for 
processing  and  accounting  for  remittances 
would  be  of  equal  importance  to 
negotiating  an  agreement  with  Revenue 
Canada.  Ontario  Government  data  centre 
capacity  is  assumed  to  be  adequate  or 
attainable  within  the  time  frame. 
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2.3  Cost  Estimates  (81-82  Dollars) 


START-UP  COSTS  ($000): 


Tax  Design  &  Legislation 

MAN-YEARS 

3 

$ 

$ 

102.6 

Information 

7 

1,222.8 

Revenue  Processing 

8 

1,000.5 

Audit 

- 

- 

Delinquencies  &  Collections 

- 

- 

Appeals 

- 

- 

Administration 

— 

136.0 

TOTALS 

18 

$ 

2,461.9 

OPERATING  COSTS  ($000): 

Tax  Design  &  Legislation 

MAN-YEARS 

2 

$ 

$ 

68.4 

Information 

13 

793.4 

Revenue  Processing 

50 

2,130.0 

Audit 

8 

180.0 

Delinquencies  &  Collections 

21 

500.0 

Appeals 

1 

49.0 

Administration 

14 

318.0 

Leased  Accommodation 

- 

163.5 

TOTALS 

109 

$ 

4,202.3 

NOTES : 

Leased  accommodation  is  assumed  due  to  lack  of  space  in  Oshawa. 

Long  distance  communication  costs  for  computer  operations  are 
not  included. 

Administration  includes  management,  administration  support  in 
any  organization  created  and  in  Support  Services  Division,  and 
staff  branch  increases. 
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2.4 


Organization  Structure 


This  scenario  would  see  Ontario  performing  some 
but  not  all  the  functions  to  operate  the  tax.  It 
would  be  possible  to  assign  product 
responsibility  to  an  existing  product  branch  or  a 
new  Branch,  with  functional  activities  assigned 
to  functional  areas.  Since  the  system  would  be 
very  simple  and  stress  automation  in  its 
operation,  the  major  responsibility  of  the 
product  branch  would  be  in  tax  design  and 
legislation  and  in  establishing  system 
parameters,  for  example,  the  tolerance  levels  for 
referring  delinquent  accounts  for  personalized 
attention.  A  list  of  the  functions  which  Ontario 
would  perform  and  suggested  Branch 
responsibilities  for  operating  the  system  is 
given  below. 


Function 

Tax  Design  and  Legislation 

Information 
Revenue  Processing 
Audit 

Delinquencies  and  Collections 

Administration 


\ 


Branch 

Corporations  Tax  Branch  or 
Guaranteed  Income  and  Tax 
Credit  Branch  or  Payroll 
Tax  Branch 

Taxpayer  Services  Branch 

Taxation  Data  Centre 

Taxation  Data  Centre, 
because  Revenue  Canada 
would  audit  as  a  service. 

Taxation  Data  Centre, 
possibly  with  referrals 
to  District  Offices. 

Taxation  Data  Centre, 
because  most  additional 
staff  would  be  processing 
revenue . 
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2.5.  Merits  and  Demerits 


Merits: 

Cash  flow  for  Ontario  is  immediate  with  no 
delay  as  would  be  experienced  with  Revenue 
Canada  collecting  on  Ontario's  behalf. 

Little  additional  paperburden  and 

administratively  simple  for  taxpayer. 

Ability  to  alter  system  at  will. 

Demerits: 

Federal  cooperation  and  agreement  required. 


' 
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3.0  ONTARIO 

In  this  scenario  Ontario  would  administer  all  aspects  of 
a  tax  on  earnings  from  self-employment,  in  effect  an 
Income  Tax  system.  The  major  difference  of  this  scenario 
from  the  preceding  Direct  Remitting  to  Ontario;  Audit 
and  Verification  by  Revenue  Canada  would  be  Ontario's 
assumption,  perhaps  duplication,  of  the  audit  and 
verification  activities  performed  by  Revenue  , Canada. 
Additional  effort  would  be  required  to  develop  the 
taxroll  if  Revenue  Canada  will  not  provide  a  copy  of 
their  taxroll. 

Individuals  earning  income  from  self-employment  would 
repeat  the  steps  they  perform  to  comply  with  the  Income 
Tax  Act  (Canada) .  Quarterly  installments  of  estimated 
tax  due  would  be  sent  to  Ontario  and  an  annual  return  in 
the  form  of  a  Statement  of  Income  and  Expenses  would  be 
required  to  reconcile  the  amounts  forwarded  with  the 
amounts  due.  It  may  be  possible,  of  course,  to  parallel 
directly  the  Revenue  Canada  system  in  such  a  way  that  the 
only  extra  step  necesary  would  be  the  application  of  the 
rate  to  Net  Income.  In  other  words,  the  Ontario 
Statement  of  Income  and  Expense  form  would  be  the  same  as 
the  federal  forms  with  the  exceptions  of  the  Ontario 
identifiers  and  the  additional  lines  for  calculating  the 
tax . 


3.1  Functions  Performed 


Ontario  would  perform  all  functions  in  this 
scenario.  Where  the  function  descriptions  are 
identical  to  the  preceding  scenario  only  the 
salient  points  are  repeated  and  variations 
explained.  Comments  are  made  where  an  information 
sharing  agreement  with  Revenue  Canada  would  have 
use . 


' 

'  m 


82 


SELF-EMPLOYED 

ONTARIO 


Tax  Design  and 
Legislation 

Same  as  2.0. 

Ontario  would  be  responsible 
for  structure  and  legislation. 

Information 

Same  as  2.0. 

At  start-up,  heavy  advertising 
and  direct  contact  with 
taxpayers  would  be  necessary, 
especially  if  Ontario 
must  create  its  own 
taxroll  without  assistance 
from  Revenue  Canada. 

Revenue 

Processing 

Very  similar  in  concept 
to  2.0  but  with  additional 
sophistication  in  the 
computer  systems  to 
monitor  taxpayer  compliance. 

Audit 

Ontario  would  need  to 
verify  "Total  Earnings 
before  Deductions"  and 
the  proper  remittance 
of  tax  via  a  field  audit 
program.  In  effect, 

Ontario  would  be  duplicating 
a  portion  of  the  Audit 
activity  of  Revenue 

Canada . 

An  information  sharing 
agreement  and  an  audit 
planning  agreement  with 

Revenue  Canada  would 
be  useful  to  Ontario. 

Delinquencies  and 
Collections 

Same  as  2.0. 

A  heavy  reliance  on 
the  computer  would  be 
expected  to  control 
and  collect  accounts. 

Appeals 

Ontario  would  be  responsible 
for  all  objections  and 
appeals . 

Administration 

Administration  overhead 
estimated  @  15%  -  20% 
of  other  costs  estimated. 

I 


' 


. 

' 
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3 . 2  Implementation ,  Including  Time  Estimate 

Using  the  implementation  start-up  team  approach, 
experts  in  all  the  functions  would  be  necessary. 
A  heavy  emphasis  on  computer  systems  design  can  be 
foreseen . 

Time  Estimate:  2  Years 

To  estimate  the  calendar  time  required  to 
implement  the  tax,  the  key  items  considered  are: 


i)  As  in  previous  scenarios,  passing  the 
legislation . 

/ 

ii)  As  in  the  preceding  scenario,  developing  a 
computer  system  would  be  a  major  element. 
It  would  be  a  larger  task  for  this  Ontario 
administered  option  and  Ontario  Government 
data  centre  capacity  is  assumed  to  be 
adequate  or  attainable  within  the  time 
frame. 

iii)  Developing  the  audit  program,  including  an 
analysis  package  for  use  with  the  computer 
system,  would  be  an  element. 
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3 . 3  Cost  Estimates  (81-82  Dollars) 


START-UP  COSTS  ($000): 


Tax  Design  &  Legislation 

MAN-YEARS 

4 

$ 

$ 

136.8 

Information 

7 

1,222.8 

Revenue  Processing 

8 

1,200.5 

Audit 

1 

42.0 

Delinquencies  &  Collections 

— 

- 

Appeals 

- 

- 

Administration 

- 

228.0 

TOTALS 

20 

$ 

2,830.1 

OPERATING  COSTS  ($000): 

Tax  Design  &  Legislation 

MAN-YEARS 

2 

$ 

$ 

68.4 

Information 

13 

793.4 

Revenue  Processing 

50 

2,130.0 

Audit 

84 

2,860.0 

Delinquencies  &  Collections 

21 

500.0 

Appeals 

2 

100.0 

Administration 

26 

865.0 

Leased  Accommodation 

— 

297.0 

TOTALS 

198 

$ 

7,613.8 

NOTES : 

Leased  accommodation  is  assumed  due  to  lack  of  space  in  Oshawa. 

Long  distance  communication  costs  for  computer  operations  are 
not  included. 

Administration  includes  management,  administration  support  in 
any  organization  created  and  in  Support  Services  Division,  and 
staff  branch  increases. 
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3.4  Organization  Structure 


This  scenario  would  involve  Ontario  in  performing 
all  functions  to  support  the  tax  system.  It  seems 
logical  to  lay  the  Payroll  Tax  requirements  over 
the  current  organization  structure  by  creating  a 
Payroll  Tax  Branch,  with  the  information  and 
revenue  processing  functions  performed  by  the 
Taxpayer  Services  Branch  and  Taxation  Data  Centre 
respectively.  Appeals  would  be  handled  by  Revenue 
Tax  Appeals  Branch. 


3.5  Merits  and  Demerits 


Merits: 


Cash  flow  is  immediate. 

Little  additional  paperburden 

administratively  simple  for  taxpayer. 

Ontario  could  expand  or  contract 
coverage  to  satisfy  its  concerns. 

Control  over  system 

Flexibility 

Demerits: 


and 


audit 


Additional  costs  incurred  for  audit,  which 
could  be  viewed  as  a  duplication  of  Revenue 
Canada's  efforts. 

Additional  costs  incurred  for  appeals. 

Additional  burden  for  taxpayers  to  duplicate 
federal  system. 


. 
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PART  C  -  FLOORS  AND  CEILINGS 

Floors  and  ceilings  are  of  such  special  concern  to  the 
administration  of  a  Payroll  Tax  as  to  require  a  separate, 
albeit  short,  part.  Depending  on  the  way  floors  and  ceilings 
would  be  defined  and  applied,  the  administration  of  the  tax 
could  become  extremely  complex,  perhaps  requiring  the 
introduction  of  an  Income  Tax  system.  This  part  of  the  paper 
is  offered  to  raise  awareness  of  some  potential  problems 
rather  than  to  offer  solutions  to  these  problems.  Consistent 
with  this  approach,  no  in-depth  administrative  scenarios  or 
cost  estimates  are  presented,  largely  because  insufficient 
information  on  the  possible  choices  for  floors  and  ceilings  is 
available . 

The  potential  impact  of  floors  and  ceilings  on 
administration  is  briefly  described  below  for  each  of  three 
tax  structures: 

i)  EMPLOYER,  where  employers  pay  a  tax  on  their 
payroll  expenses; 

ii)  EMPLOYER/EMPLOYEE,  where  the  employer  and  the 
employee  share  the  burden  of  the  tax;  and, 

iii)  SELF-EMPLOYED,  where  individuals  pay  tax  on 
income  earned  from  self-employment. 

i)  EMPLOYER 

In  circumstances  where  Payroll  Tax  would  be  paid 
by  an  employer  on  his  payroll  expense,  a 
reasonably  simple  administrative  mechanism  could 
be  put  in  place  to  provide  for  floors  and 
ceilings.  Simplicity  could  be  achieved  if  floor 
and  ceiling  provisions  are  designed  based  on 
employers'  payroll  expense  for  each  employee  in  a 
pay  period.  If  the  floors  and  ceiling  provisions 
are  based  on  payroll  expenses,  employers  would  not 
need  to  refer  to  any  other  employment  earnings  an 
employee  might  have.  Tracking  earnings  from  one 
employer  to  another  would  be  a  difficult 
proposition,  as  will  be  shown  below  in  the 
discussion  of  the  EMPLOYER -EMPLOYEE  split.  If  the 
floor  and  ceiling  provisions  are  based  on  pay 
periods,  employers  would  be  freed  from 
maintaining  cumulative  records  for  Payroll  Tax 
purposes  for  each  of  his  employees. 
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Part  of  the  simplicity  of  this  proposal  would  be 
the  use  of  quick  reference  tables  by  employers 
with  manual  payroll  systems  and  the  use  of 
formulae  by  employers  with  automated  systems.  The 
tables  would  be  devised  to  list  the  minimum  and 
maximum  amounts  of  an  employee' s  pay  on  which  tax 
would  be  payable.  The  formulae  would  be  designed 
to  calculate  the  tax  based  on  the  same  principles. 
The  minima  and  maxima  would  be  factors  of  annual 
amounts,  calculated  to  achieve  parity  amongst  the 
normal  variety  of  pay  periods,  namely  daily, 
weekly,  bi-weekly,  semi-monthly,  monthly, 
teachers  on  ten  monthly  periods,  thirteen  periods 
per  annum  and  twenty-two  periods  per  annum-.  In  an 
attempt  to  present  succinctly  the  way  an  employer 
would  operate  this  floor  and  ceiling  system,  the 
following  example  is  presented: 

Assumptions: 


Monthly  pay  period 

Ceiling  is  $24,000  earnings  per  employee 
per  annum,  or  $2,000  per  month. 

No  floor 

Tax  rate  is  1% 


EMPLOYEE  TOTAL  EARNINGS  THIS  PAY  PERIOD  PAYROLL  TAX 


$1000 

$2000 

$3000 


$10 

$20 

$20 


A 

B 

C 


$50 


Employee  A  earns  less  than  the  ceiling  and  the  tax  paid  by  the 
employer  reflects  this. 

Employee  B  earns  exactly  the  ceiling  amount  and  the  tax  paid 
by  the  employer  is  the  maximum. 

Employee  C  earns  more  than  the  ceiling  amount  and  the  tax  paid 
by  the  employer  is  the  maximum,  the  same  as  paid  on  Employee 
B's  earnings. 


Applying  floors  and  ceilings  in  the  way  described  above 
is  the  most  straight-forward  of  the  versions  presented  here. 
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ii)  EMPLOYER-EMPLOYEE 


In  the  situation  where  the  burden  of  the  tax  would 
be  shared  by  the  employer  and  the  employee,  the 
administration  of  floors  and  ceilings  could 
become  exceedingly  complex.  The  complexity  would 
arise  because  it  would  become  necessary  to 
consider  an  employee's  earnings  from  all 
employers  and  to  calculate  floors  and  ceilings  on 
annual  earnings.  The  reasoning  behind  these 
statements  should  be  apparent  in  the  following 
examples . 

EXAMPLE  1: 

This  example  shows  a  situation  where  one 
individual  has  a  steady  income  for  a  year  exactly 
at  the  ceiling  level.  This  is  used  as  a  benchmark 
to  demonstrate  an  inequity  which  might  occur  when 
a  second  employee  receives  an  increase  six  months 
into  the  year. 

Assumptions : 


Monthly  pay  period 


withholding  by 


employer  monthly. 

Ceiling  is  $24,000  per  annum  or  $2000  per 
month . 

Tax  rate  is  1%. 

No  floor. 

Employer  pays  his  portion  of  the  tax  as  in 
i)  Employer  on  his  payroll  expense. 


FIRST  SIX  MONTHS 


EMPLOYEE  MONTHLY  PAY  MONTHLY  TAX 


6  MOS.  PAY 

$12,000 
$  6,000 


6  MOS.  TAX 

$120 
$  60 


A 

B 


$2000 

$1000 


$20 

$10 


SECOND  SIX  MONTHS: 


EMPLOYEE  MONTHLY  PAY  MONTHLY  TAX 


6  MOS.  PAY 

$12 ,000' 

$18,000 


6  MOS.  TAX 

$120 

$120 


A 

B 


$2000 

$3000 


$20 

$20 


■ 
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ANNUAL  TOTALS: 


EMPLOYEE 


ANNUAL  PAY 


ANNUAL  TAX 


A 

B 


$24,000 

$24,000 


$240 

$180 


If  the  split  between  employer  and  employee  is  50%  -  50%, 
then  Employee  A  would  have  $120  Payroll  Tax  withheld  or 
$24,000  earnings  and  Employee  B  would  have  $90  tax  withheld  on 
equivalent  earnings  of  $24,000,  an  obvious  inequity  when  pay 
periods  are  ignored  and  salary  per  annum  is  the  only 
consideration . 

If  Employee  B  worked  for  one  employer  throughout  the 
year,  the  inequity  could  be  overcome  by  requiring  the  employer 
to  withhold  sufficient  tax  in  the  second  half  of  the  year  to 
achieve  the  ceiling.  An  implication  would  be  the  employer 
keeping  cumulative  records  for  each  employee  and  applying  a 
more  complicated  withholding  system.  As  well,  employees  would 
be  expected  to  bear  a  disproportionate  amount  of  tax  later  in 
the  year . 

If  Employee  B  worked  for  different  employers  for  each  six 
month  period,  this  inequity  would  be  undetected  unless 
extraordinary  steps  are  taken  to  track  an  employee's  earnings 
throughout  the  year  from  one  employer  to  another.  Two 
possibilities  which  might  be  investigated  should  it  be 
necessary  are  a  termination  notice  similar  to  the 
Unemployment  Insurance  system  and  an  annual  return  for  all 
employees . 
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EXAMPLE  2: 

This  example  shows  a  situation  where  an  individual 
would  pay  more  than  the  ceiling  allows  if  the 
ceiling  is  calculated  as  a  maximum  annual  amount 
of  an  individual's  income  from  employment.  The 
example  is  illustrative  of  situations  where 
overpayments  are  made  and  refunds  due. 
Specifically  in  the  example,  the  employee  works 
for  three  employers  simultaneously  and  the 
aggregate  amount  earned  would  cause  tax  to  be 
withheld  in  excess  of  the  ceiling  amounts. 

Assumptions : 

Monthly  pay  period,  withholding  by 

employer  monthly. 

Ceiling  is  $24,000  per  annum  or  $2,000  per 
month . 

Tax  rate  is  1%. 

No  floor. 

Employer  pays  his  portion  of  the  tax  as  in 
i)  Employer  on  his  payroll  expense. 


EMPLOYER 

MONTHLY  PAY 

PAYROLL  TAX 

ANNUAL  PAY 

ANNUAL  TAX 

A 

$1,000 

$10 

$12,000 

$120 

B 

$1,000 

$10 

$12,000 

$120  ' 

C 

$  500 

$  5 

$  6,000 

$  60 

TOTALS 

$2,500 

$25 

$30,000 

$300 

If  the  split  of  the  tax  burden  between  employer  and 
employee  is  50%  -  50%,  then  the  employee  has  had  $30  too  much 
tax  withheld  and  a  refund  would  be  due  ($30  is  calculated  as 
follows:  $300  withheld  less  $240  ceiling  gives  $60  overtaxed. 
Employees  share  is  50%  or  $30) . 
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At  least  two  alternatives  come  to  mind  for  a  refund 
system  -  the  taxpayer  applies  for  a  refund  or  adjustments  of 
this  type  are  made  on  an  annual  return  by  the  employee  similar 
to  what  is  done  for  Canada  Pension  Plan  in  the  Personal  Income 
Tax  system.  Since  the  annual  return  by  an  employee  would 
constitute  an  Income  Tax  system  and  since  an  Income  Tax  system 
is  not  under  study  at  this  time,  discussion  is  concentrated  on 
an  independent  refund  system. 

An  independent  refund  system  places  the  onus  on  the 
employee  to  be  aware  of  his  responsibilities  under  a  payroll 
tax,  to  maintain  a  record  of  his  tax  paid  and  to  apply  for  a 
refund  annually,  if  one  is  due.  The  refund  claim  would 
require  some  form  of  verification,  perhaps  in  the  form  of  pay 
cheque  stubs,  statements  from  employers,  or  a  list  of 
employers  for  use  in  post  audit.  Some  problems  could  arise 
with  verification.  An  employee  might  be  leery  of  approaching 
his  employer  for  an  official  statement  of  tax  paid  because  it 
might  indicate  to  the  employer  that  his  employee  is 
"moonlighting".  The  list  of  employers  would  be  more  an 
implied  than  actual  verification  because  not  all  employers 
could  be  audited  to  verify  that  tax  has  been  withheld  from  the 
employee  in  question.  This  very  brief  discussion  does  not 
cover  all  problems  which  may  arise  if  a  refund  system  becomes 
necessary.  A  lack  of  information  on  the  exact  nature  of 
floors  and  ceilings  prevents  a  more  in-depth  review  of  the 
refund  systems. 

iii )  SELF-EMPLOYED 

Floors  and  ceilings  would  not  present  significant 
difficulties  for  administering  a  Payroll  Tax  on 
earnings  from  self-employment.  This  statement  is 
based  on  the  concept  that  individuals  earning 
income  from  self-employment  would  be  required  to 
submit  a  detailed  annual  return  as  described  in 
Part  B  of  Administration  Scenarios.  Since  this  is 
in  effect  an  Income  Tax  system,  it  provides  a 
mechanism  for  making  adjustments  and  refunds. 
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Introduction 

This  appendix  sets  out  the  legislative  framework  that 
will  be  required  under  each  of  the  options  of  the  Payroll  Tax 
that  has  been  considered  in  this  paper.  The  definitions  that 
are  common  to  all  the  options  are  contained  in  1.1.  and  the 
charging  provisions,  payment  of  taxes  and  the  filing  of 
returns  provisions  for  each  of  the  four  options  are  stated  in 
1.2  to  1.5.  Finally,  1.6  deals  with  the  question  of  floors 
and  ceilings. 

Although  the  definitions  and  some  of  the  provisions  are 
stated  in  legal  language,  they  are  not  meant  to  be  draft 
legislation.  The  purpose  is  to  state  the  nature  of  the  tax  in 
precise  terms  and  to  highlight  the  salient  points  with  respect 
to  each  of  the  options.  The  notes  accompanying  each  option 
indicate  the  manner  in  which  that  option  would  work  out  in 
practice.  Some  of  the  unresolved  issues  are  also  listed  in 
the  notes. 

The  legislative  framework  contained  in  this  appendix 
covers  only  those  provisions  that  will  be  required  for  the 
purpose  of  determining  the  liability  for  tax,  the  subject  of 
tax,  the  manner  in  which  the  tax  is  to  be  paid  and  the  filing 
of  returns.  A  full  legislative  package  will  have  to  include 
additional  administrative  provisions;  e.g.  assessments, 
collection  remedies,  objection  and  appeals,  audit,  interest, 
penalties,  etc.  If  Revenue  Canada  is  to  carry  out  certain 
administrative  functions  on  behalf  of  Ontario,  a  provision 
authorizing  the  Minister  to  enter  into  an  agreement  with 
Revenue  Canada  will  also  be  required.  No  attempt  has  been 
made  to  deal  with  these  items  in  this  paper.  These  provisions 
will  be  drawn  up  at  a  later  date,  presumably,  on  the  same 
lines  as  the  equivalent  provisions  in  some  of  the  existing  tax 
statutes . 
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1.1  GENERAL  DEFINITIONS 

The  definitions  appearing  below  will  be  required  with 
respect  to  each  of  the  options  that  have  been  discussed 
in  this  section: 

"Employee"  means  any  person  who  is  employed  or  is 
holding  an  office. 

"Employer"  means  a  person,  including  a 
government,  who  pays  wages. 

"Establishment"  means  a  permanent  establishment 
within  the  meaning  of  section  7  of  The 
Corporations  Tax  Act ,  except  that  any  reference 
to  a  corporation  in  the  said  section  shall  be 
deemed  to  be  a  reference  to  an  employer. 

"Minister"  means  the  Minister  of  Revenue. 

"Wages"  means  the  income  of  an  individual 
computed  in  accordance  with  sections  5  and  6  of 
the  Income  Tax  Act  (Canada) . 

NOTE :  The  definition  of  "wages"  will  cover  wages, 

salaries,  commissions  or  other  remuneration  paid 
to  an  employee  and  will  include  all  taxable 
benefits,  such  as,  personal  use  of  car,  employee 
loans  at  less  than  market  rate  of  interest,  etc. 
No  deductions  will  be  allowed  for  employment 
expense  and  other  deductible  items.  In  this 
respect,  "wages"  will  coincide  with  gross  wages 
and  benefits  shown  in  Box  C  of  the  T4  slip. 
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1. 2  EMPLOYER 

Charging  Provisions: 

(1)  Every  employer  shall,  in  the  prescribed  manner 
and  at  prescribed  times,  pay  to  the  Treasurer  of 
Ontario  a  tax  equal  to  ....%  of  the  aggregate  of 
the  wages  paid  to  an  employee  who  is  employed  in 
Ontario. 

(2)  For  the  purposes  of  this  Act,  a  person  shall  be 
deemed  to  be  employed  in  Ontario  if  the 
establishment  to  which  he  is  required  to  report 
for  work  is  situated  in  Ontario  or,  if  he  is  not 
required  to  report  for  work  at  any  establishment 
of  his  employer,  his  wages  are  paid  from  an 
establishment  in  Ontario. 


Excepted  Employment 

If  it  is  decided  to  exempt  certain  type  of  wage  payments, 
e.g.  payments  to  employees  of  foreign  embassies  and 
consulates  etc.,  a  special  exemption  provision  will  be 
required  on  the  lines  of  paragraphs  149(1) (a)  and  (b)  of 
the  Income  Tax  Act  (Canada) . 

NOTES 

*> 

1.  The  amount  payable  by  the  employer  is  described 
as  "tax".  A  similar  levy  in  the  Province  of 
Quebec  is  referred  to  as  a  "contribution". 
However,  in  Quebec,  a  separate  fund  called 
"health  services  fund"  has  been  established 
under  the  Minister  of  Finance  and  the  amount  of 
contribution  collected  by  the  Minister  of 
Revenue  is  paid  into  that  fund.  Therefore,  the 
levy  is  regarded  as  a  contribution  to  that  fund. 

2.  The  amount  of  contribution  paid  under  the  Quebec 
legislation  is  deductible  by  the  employer  in 
computing  his  income  for  federal  as  well  as 
Quebec  Income  Tax  purposes.  It  is  assumed  that 
the  Ontario  tax  will  be  similarly  deductible  for 
federal  and  Ontario  Income  Tax  purposes,  if  the 
employees  in  respect  of  whom  the  tax  is  paid  are 
employed  for  the  purpose  of  earning  income. 

3.  The  liability  is  dependent  upon  the  employer 
having  a  permanent  establishment  in  Ontario. 
Quebec  presently  uses  this  concept  for  their  tax 
and  a  similar  provision  exists  in  the  Canada 
Pension  Plan  Act.  All  the  provinces,  including 
Ontario,  use  the  same  concept  for  P.I.T. 
withholding  tax.  As  the  tax  is  payable  by 
employers,  a  permanent  establishment  is  the  only 
place  to  which  the  tax  can  be  attached. 

4.  The  employer  would  be  required  to  file  a  monthly 
return  and  remit  the  amount  of  tax.  He  would 
also  have  to  file  an  annual  summary. 


1.3  EMPLOYER/EMPLOYEE  SPLIT 


Charging  Provisions: 

(1)  Every  employer  shall,  in  the  prescribed  manner 
and  at  prescribed  times,  pay  to  the  Treasurer  of 
Ontario  a  tax  equal  to  . ...%  of  the  aggregate  of 
the  wages  paid  to  an  employee  who  is  employed  in 
Ontario. 

(2)  For  the  purposes  of  this  Act,  a  person  shall  be 
deemed  to  be  employed  in  Ontario  if  the 
establishment  to  which  he  is  required  to  report 
for  work  is  situated  in  Ontario  or,  if  he  is  not 
required  to  report  for  work  at  any  establishment 
of  his  employer,  his  wages  are  paid  from  an 
establishment  in  Ontario. 

(3)  Every  individual  who  is  a  resident  of  Ontario 
during  the  year  shall  pay  a  tax  equal  to  ....%  of 
his  income  computed  in  accordance  with  the 
provisions  of  sections  5  and  6  of  the  Income  Tax 
Act  (Canada)  . 

(4)  Every  employer  shall  withhold  the  amount  of  tax 
payable  by  every  employee  from  the  wages  payable 
to  his  employee  and  remit  the  aggregate  of  such 
withheld  tax,  at  prescribed  times  and  in 
prescribed  manner,  to  the  Treasurer  of  Ontario. 

(5)  An  employee  who  is  a  resident  of  Ontario  but  who 
is  employed  by  an  employer  without  a  permanent 
establishment  in  Ontario,  would  be  required  to 
pay  his  own  taxes.  This  could  be  done  monthly  or 
annually. 

(6)  "Individual"  means  a  natural  person  other  than  a 
corporation  or  a  trust. 

NOTES 

1.  The  employer  liability  is  based  on  permanent 
establishment  and  the  employee  liability  is 
based  on  residency.  This  will  inevitably  lead  to 
anomalous  situations  in  some  cases  where  the 
employee  may  be  liable  while  the  employer  is  not 
or  vice  versa.  The  administration  could  be 
simplified  by  making  the  liability  criteria  in 
the  two  cases  to  coincide.  However,  this  may 
raise  legal  problems  relating  to  extra¬ 
provincial  jurisdiction. 

2.  Where  an  individual  is  resident  in  the  province 
only  part  of  the  year,  he  will  be  liable  for  that 
part  period  only. 

3.  As  in  note  2  in  1.2,  under  the  present  Income  Tax 
laws  the  tax  paid  by  the  employer  will  be 
deductible  in  computing  his  income  for  Income  Tax 
purposes.  However,  the  tax  on  individuals,  will 
not  be  deductible  for  Income  Tax  purposes. 
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4.  With  respect  to  item  (5)  above,  this  may  present 

a  compliance  problem  since  it  will  be  difficult 
to  trace  the  employees  in  this  situation, 
especially,  if  the  relevant  Income  Tax  data  is 
not  available.  However,  the  number  of  persons 
involved  is  likely  to  be  very  small. 
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1. 4  EMPLOYER/EMPLOYEE  SPLIT  AND  SELF-EMPLOYED  EARNINGS 

Charging  Provisions: 

(1)  Every  employer  shall,  in  the  prescribed  manner 
and  at  prescribed  times,  pay  to  the  Treasurer  of 
Ontario  a  tax  equal  to  . ...%  of  the  aggregate  of 
the  wages  paid  to  an  employee  who  is  employed  in 
Ontario. 

(2)  For  the  purposes  of  this  Act,  a  person  shall  be 
deemed  to  be  employed  in  Ontario  if  the 
establishment  to  which  he  is  required  to  report 
for  work  is  situated  in  Ontario  or,  if  he  is  not 
required  to  report  for  work  at  any  establishment 
of  his  employer,  his  wages  are  paid  from  an 
establishment  in  Ontario. 

(3)  Every  individual  who  is  a  resident  of  Ontario 
during  the  year  shall  pay  a  tax  equal  to  ....%  of 
the  aggregate  of: 

(a)  his  employment  income  computed  in 

accordance  with  the  provisions  of  sections 
5  and  6  of  the  Income  Tax  Act  (Canada) ,  and 

(b)  his  business  income  minus  his  business 

losses  during  the  year  computed  in 

accordance  with  the  provisions  of 

Subdivision  b  of  Division  B  of  Part  I  of  the 
Income  Tax  Act  (Canada) . 

(4)  Every  employer  shall  withhold  the  amount  of  tax 
payable  by  every  employee  from  the  wages  payable 
to  his  employee  and  remit  the  aggregate  of  such 
withheld  tax,  at  prescribed  times  and  in 
prescribed  manner,  to  the  Treasurer  of  Ontario. 

(5)  Every  individual  who  is  a  resident  of  Ontario  and 
who  has  income  computed  in  accordance  with  (3) 
above  would  be  required  to  file  his  return 
annually . 

(6)  Every  individual  whose  income  is  from  a  business 
would  be  required  to  pay  his  taxes  by  instalment, 
based  on  his  previous  year's  taxes  or  on  his 
estimate  for  the  current  year. 

(7)  "Individual"  means  a  natural  person  other  than  a 
corporation  or  a  trust. 

(8)  Provide  for  the  reduction  of  taxes  where  the 
business  income  includes  a  portion  of  income  that 
is  allocated  to  a  jurisdiction  other  than 
Ontario . 


The  individual  will  be  taxed  on  his  employment 
income  as  well  as  his  business  income. 

The  business  income  under  (3)  (b)  above  will  be 
the  same  as  the  amount  of  business  income 
reported  on  T1  General  (Income  Tax)  return. 

Decisions  will  have  to  be  made  with  respect  to 
the  following: 

Whether  total  business  income  is  the 
appropriate  subject  of  taxation.  In 
accounting  terms,  total  business  income  is 
considered  to  be  a  remuneration  not  only  for 
the  services  provided  by  the  proprietor  but 
also  for  the  capital  employed  in  the 
business.  The  higher  the  capital  employed, 
the  higher  the  income  that  is  expected. 

Whether  the  employment  income  and  the 
business  income  will  be  taxed  at  the  same 
r  ate . 

Whether  the  individual  who  has  an 
employment  income  and  a  business  loss  be 
allowed  to  set  off  the  business  loss  against 
the  employment  income  and  pay  tax  on  the  net 
amount  only. 

Whether  business  losses  from  previous  years 
be  allowed  as  a  deduction  from  current 
year's  net  income  for  calculating  income 
subject  to  tax  for  the  current  year. 

Individuals  who  have  any  business  income  will  be 
required  to  file  an  annual  return.  Since  the  tax 
on  employment  income  will  have  been  withheld  by 
the  employer,  an  employed  person  who  does  not 
have  any  business  income  need  not  file  the 
return . 

Tax  on  employment  income  will  be  withheld  by  the 
employer  and  tax  on  business  income  will  be  paid 
in  instalments.  Alternatively,  the  payment  may 
be  made  in  one  lump  sum  annually. 

Where  an  individual  has  business  income  outside 
Ontario,  Income  Tax  allocation  rules  will  be  used 
to  apportion  it  between  the  provinces  and  only 
the  portion  allocated  to  Ontario  will  be  taxable. 

It  is  assumed  that  the  tax  paid  by  the  employer 
will  be  deductible  in  computing  his  income  for 
Income  Tax  purposes.  However,  the  tax  on 
individuals,  whether  on  wages  or  business 
income,  will  not  be  deductible  for  Income  Tax 
purposes.  This  is  in  accordane  with  present 
Income  Tax  legislation. 


, 
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1.5  EMPLOYER  TAX  AND  TAX  ON  SELF-EMPLOYED  EARNINGS: 

Charging  Provisions: 

(1)  Every  employer  shall,  in  the  prescribed  manner 
and  at  prescribed  times,  pay  to  the  Treasurer  of 
Ontario  a  tax  equal  to  ....%  of  the  aggregate  of 
the  wages  paid  to  an  employee  who  is  employed  in 
Ontario. 

(2)  For  the  purposes  of  this  Act,  a  person  shall  be 
deemed  to  be  employed  in  Ontario  if  the 
establishment  to  which  he  is  required  to  report 
for  work  is  situated  in  Ontario  or,  if  he  is  not 
required  to  report  for  work  at  any  establishment 
of  his  employer,  his  wages  are  paid  from  an 
establishment  in  Ontario. 

(3)  Every  individual  who  is  a  resident  of  Ontario 
during  the  year  shall  pay  a  tax  equal  to  ....%  of 
his  business  income  for  the  year  minus  his 
business  losses  during  the  year  computed  in 
accordance  with  the  provisions  of  subdivision  b 
of  Division  B  of  Part  I  of  the  Income  Tax  Act 
(Canada)  . 

(4)  Every  individual  who  is  a  resident  of  Ontario  and 
who  has  income  computed  in  accordance  with  (3) 
above  would  be  required  to  file  his  return 
annually . 

(5)  Every  individual  who  has  business  income 
computed  in  accordance  with  (3)  above  shall  pay 
his  taxes  by  instalments  based  on  his  previous 
year's  taxes  or  his  estimate  for  the  current 
year . 

(6)  "Individual"  means  a  natural  person  other  than  a 
corporation  or  a  trust. 

(7)  Provide  for  the  reduction  of  taxes  where  the 
business  income  includes  a  portion  of  income  that 
is  allocated  to  a  jurisdiction  other  than 
Ontario. 


NOTES : 

1.  Tax  will  be  payable  by  the  employer  on  his  total 

payroll  and  by  an  individual  on  his  business 
income.  There  will  be  no  tax  on  the  employee  on 
his  employment  income. 

Under  this  option,  business  losses  for  one  year 
will  not  be  deductible  from  the  business  income 
for  another  year.  Total  income  (or  loss)  for 
each  year  will  stand  on  its  own. 


2. 
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1.6  FLOORS  AND  CEILINGS 


Floors  and  ceilings  describe  the  amounts  at  the  lower  and 
at  the  upper  ends  of  income  that  are  exempt  from  tax. 
The  floors  and  ceilings  are  generally  established  in 
terms  of  weekly  earnings  (e.g.  U.I.C.)  or  annual  earnings 
(e.g.  C.P.P.).  The  legislation  for  establishing 

floors/ceilings  would  largely  depend  upon  the  type  of  tax 
imposed  and  the  manner  in  which  it  is  administered. 

The  main  features  of  the  legislation  will  be: 

(i)  Establishing  the  floor  amount 

(ii)  Establishing  the  ceiling  amount 

(iii)  Tie-in  with  some  form  of  index  to  allow  for  the 
annual  adjustment  of  floors  and  ceilings 

(iv)  Annual  information  return  by  the  employers 

(v)  Annual  accounting  by  the  contributors,  depending 
on  the  nature  of  floors  and  ceilings. 


All  these  features  are  present  in  the  current  U.I.C.  and 
C.P.P.  systems.  Those  systems  are  explained  below: 


Unemployment  Insurance 

Maximum  weekly  insurable  earnings 

Employee  contribution  1.8%;  weekly  maximum  of 

Employer  contribution  2.52%;  weekly  maximum  of 


1981  1982 

$315.00  $350.00 

$  5.67  $  6.30 
$  7.94  $  8.82 


No  contribution  is  required  for  an  employee  who  was  employed 
for  less  than  15  hours  during  the  week  and  whose  earnings  was 
less  than  20%  of  the  maximum  insurable  earnings  (1981  -$63.00; 
1982  -  $70.00) 


Canada  Pension  Plan 


Basic  exemption 

Maximum  Pensionable  earnings 

Maximum  contributory  earning 

Employee  contribution  1.8%;  maximum  of 
Employer  contribution  1.8%;  maximum  of 
Self-employed  contribution  3.6%;  maximum  of 


1981 

1982 

$  1,400.00 
$14,700.00 

$  1,600.00 
$16,500.00 

$13,300.00 

$14,900.00 

$  239.40 

$  268.20 

$  239.40 

$  268.20 

$  478.80 

$  536.40 
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Since  the  floors  and  ceilings  are  on  an  annual  basis, 
they  have  to  be  converted  to  pay-period  withholding 
tables.  For  1981,  a  weekly  pay  of  up  to  $26.92 
($1,400.00  r  52)  is  exempt  and  any  amount  in  excess  of 
that  is  subject  to  employer /employee  contribution  at 
1.8%.  The  exempt  amount  for  a  monthly  pay  period  is 
$116.66  ($1,400  -r  12).  The  upper  limit  is  not  applied  on 
a  pay  period  basis  but  a  record  of  each  pay-period 
contribution  is  maintained  on  a  cumulative  basis.  Once 
the  annual  maximum  is  reached,  no  more  contribution  is 
required  from  subsequent  pay.  As  an  example,  assume  a 
monthly  salary  of  $2,500.00  -  the  contributions  for  1981 
are: 


January 

February 

March 

April 

May 

June 


$  42.90 

42.90 

42.90 

42.90 

42.90 

24.90 

$239.40 


The  floors  and  ceilings  are  adjusted  annually  in  order  to 
take  account  of  inflation  and  to  allow  for  an  increase  in 
revenue.  The  maximum  pensionable  earnings  is  raised  in 
line  with  the  increase  in  the  Industrial  Composite  Index 
(index  of  average  weekly  earnings)  rounded  up  to  the 
nearest  $100  and  the  basic  exemption  has  been  pegged  at 
10%  of  the  maximum  pensionable  earnings  but  rounded  down 
to  the  nearest  $100. 


Annual  Accounting 

One  of  the  drawbacks  of  floors  and  ceilings  is  that,  in 
some  circumstances,  they  lead  to  underor  over-deduction 
and  an  annual  accounting  is  required.  The  discrepancies 
often  arise  if  a  person  is  working  at  two  jobs  during  the 
same  period  or  changed  his  job  during  the  year  and  a 
withholding  in  excess  of  the  maximum  may  have  arisen. 
Or,  he  may  have  taken  advantage  of  the  floor  at  both 
places,  resulting  in  low  withholding.  Both  U.I.C.  and 
C.P.P.  stipulate  employer  reporting  on  T4  slips  and 
annual  accounting  by  the  individuals  with  the  Income  Tax 
return. 
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APPENDIX  2 


CONSTITUTIONALITY  OF  PAYROLL  TAX 


Under  Section  92  of  the  British  North  America  Act,  1867 
the  Provinces  may  make  laws  in  relation  to  . 


1.  . 

2.  Direct  Taxation  within  the  Province  in  order  to 
the  Raising  of  a  Revenue  for  Provincial  Purposes. 

It  is  assumed  that  the  proposed  tax  will  be  considered  a 
direct  tax  because: 

the  employer  tax  will  be  a  tax  imposed  on,  and 
will  be  payable  by,  the  employer  without  any 
intention  that  it  be  passed  on  to  someone  else. 
In  this  respect  it  is  no  different  from  the 
provincial  levies  under  the  Workmen's 
Compensation  Acts. 

the  individual  tax  will  be  a  tax  on  employment 
and  business  income  of  the  individual  and  is 
similar  to  an  Income  Tax. 

A  similar  tax  has  been  in  existence  (since  1970)  in  the 
Province  of  Quebec  where  the  employer  pays  a  tax  of  3%  of  his 
payroll  for  the  purpose  of  financing  health  services  in 
Quebec.  This  tax  has  not  been  challenged  on  constitutional 
grounds . 
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APPENDIX  3 

COLLECTIVE  BARGAINING  AGREEMENTS 


Under  the  present  health  insurance  system,  the  individual 
is  primarily  liable  to  pay  his  premium.  The  employer  is 
required  to  withhold  the  amount  of  the  premium  from  each 
employee  who  is  a  member  of  a  mandatory  or  a  voluntary  group 
and  the  amount  is  remitted  by  the  employer  to  the  Treasurer. 

In  several  cases,  either  through  the  collective 
bargaining  agreement  or  through  individual  service  contracts, 
the  employers  have  agreed  to  make  the  contributions  (in  whole 
or  in  part)  on  behalf  of  the  employees.  The  employee 
considers  this  as  part  of  his  remuneration  and  he  is  taxable 
on  this  amount  for  Income  Tax  purposes. 

If  the  premiums  are  abolished  simultaneously  with  the 
introduction  of  the  Payroll  Tax,  the  employers  who  are 
presently  paying  the  premiums  on  behalf  of  their  employees 
will  no  longer  be  liable  to  pay  these  premiums.  The  question 
then  arises  as  to  who  (employer  or  employee)  should  benefit 
from  the  repeal  of  the  OHIP  premiums.  The  employer  might 
argue  that  since  he  was  paying  the  premiums  he  should  be  the 
one  to  benefit  from  the  repeal.  From  the  employee  point  of 
view,  it  can  be  argued  that  when  he  had  bargained  for  the 
employer  to  pay  his  premium,  he  had  to  forego  an  increase  in 
his  wages  or  had  to  reduce  some  other  benefit.  In  this 
respect  the  benefit  is  of  the  nature  of  earned  income  to  him. 
He  could  also  argue  that  since  he  was  primarily  liable  to  pay 
the  premium,  he  should  be  the  one  to  benefit  from  its  repeal. 

In  1972,  when  the  Hospital  Insurance  premium  and  the 
Health  Insurance  premium  were  merged  into  one  premium  in  such 
a  way  that  the  new  combined  premium  was  lower  than  the  sum  of 
the  earlier  two  premiums,  the  legislation  had  provided  that 
where  the  employer  was  paying  the  two  separate  premiums  on 
behalf  of  the  employee,  the  benefit  of  the  lower  premium 
should  be  passed  on  to  the  employee  during  the  term  of  the 
agreement.  If  in  the  current  situation  it  is  decided  to 
follow  the  same  course,  a  legislative  provision  in  the 
following  form  would  be  required: 

"Where  under  an  agreement  or  legally  enforceable 
arrangement  an  employer  contributes  all  or  part 
of  the  premiums  payable  under  the  Health 
Insurance  Act  in  respect  of  his  employees,  the 
employer  shall,  until  the  agreement  or 
arrangement  is  terminated,  pay  the  amount  of  the 
premium  he  was  required  to  pay  under  such 
agreement  or  legally  binding  arrangement  to  or 
for  the  benefit  of  the  employees." 
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APPENDIX  4 

ONTARIO  HEALTH  INSURANCE  PLAN 


1.  Every  person  who  is  an  Ontario  resident  is  entitled  to 
become  insured. 

2.  Every  person  who  becomes  insured  is  primarily  responsible 
for  paying  the  premiums. 

3.  Employers  having  15  or  more  employees  are  part  of  a 

mandatory  group  and  are  under  obligation  to  withhold  the 
employee  premiums  and  remit  the  amount  to  the  Treasurer. 

4.  Others  may  form  a  voluntary  group  and  pay  their  premiums 
as  a  group  or  they  may  pay  individually. 

5.  Several  employee  groups  have  bargained  through  their 

unions  that  the  employer  pay  the  premiums  (either  fully 

or  partially)  on  behalf  of  his  employees,  instead  of 
withholding  it  from  the  employees'  pay. 

6.  The  amount  thus  paid  by  the  employer  is  treated  as  an 

expense  by  him  and  is  deductible  in  computing  his  income 
for  Income  Tax  purpose. 

7.  The  amount  paid  by  the  employer  on  behalf  of  an  employee 
is  considered  as  taxable  benefit  to  the  employee  and  is 
included  in  his  taxable  income. 
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APPENDIX  5 

PAYROLL  TAX  IN  QUEBEC 


1.  The  Act  respecting  the  Regie  de  L' assurance  -  maladie  du 
Quebec  (the  Health  Insurance  Board  Act)  established  the 
Health  Insurance  Board  for  the  purpose  of  administering 
the  health  care  program  dealing  with  the  medicare  side 
(doctors  and  other  professionals)  of  the  program. 
Chapter  V  of  the  Act  deals  with  the  financing  of  the 
health  care  programs  i.e.  medicare  and  hospital  services. 
The  financing  works  in  the  following  manner: 

Every  employer  is  required  to  pay  to  the 
Minister  of  Revenue  a  contribution  equal  to  3%  of 
the  total  wages  he  pays  to  his  employees.  The 
amount  is  paid  to  the  Minister  on  a  monthly  basis 
in  the  same  manner  as  the  payment  of  the  personal 
Income  Tax  withholding  and  the  employer/ employee 
contribution  to  Quebec  Pension  Plan  (monthly 
contribution  is  paid  by  the  15th  of  the  following 
month).  All  employers,  including  federal, 
provincial  and  municipal  governments  are  liable 
to  this  payment. 

The  Minister  of  Revenue  pays  over  this  amount  to 
the  Health  Services  Fund  established  under  the 
Minister  of  Finance. 

The  Minister  of  Finance  is  required  to  distribute 
the  amount  in  the  Fund  equally  among  the  Health 
Insurance  Board  and  the  Minister  of  Social 
Affairs . 

The  funds  thus  distributed  are  used  by  the  Board 
for  the  payment  of  doctors'  fees  and  the  fees  of 
other  professionals  and  by  the  Minister  of  Social 
Affairs  for  the  financing  of  hospital  services. 
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The  following  chart  shows  the  flow  of  funds: 


Employers  pay 
3%  of  payroll 


Minister  of  Revenue 


Health  Services  Fund 
(Minister  of  Finance) 


Health  Insurance 
Board 


Minister  of 
Social  Affairs 


Payment  of  Doctors'  Fees 


Payment  for  Hospital 
Services 


. 
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2.  Financing  prior  to  1978 

Prior  to  1978  the  amount  was  raised  under  the  Act  to 
provide  for  the  Financing  of  Health  Programmes.  The 
special  features  of  this  tax  were: 

Employer  contribution  was  at  the  rate  of  1.5%  of 
the  total  salary  and  wages  paid  to  employees. 
There  was  no  floor  or  ceiling. 

Individuals  were  required  to  pay  a  contribution 
of  1.5%  of  the  net  income  as  determined  for 
Income  Tax  purposes.  Income  from  all  sources, 
less  expenses  and  other  special  deductions,  e.g. 
pension  and  RRSP  contr ibi tions ,  was  subject  to 
this  tax. 

An  individual  was  not  subject  to  this  tax  if  his 
net  income  for  the  year  was  less  than: 

o  $5,600  for  a  person  claiming  married 

exemption . 

o  $3,700  in  other  cases. 

For  an  individual,  the  maximum  yearly 

contribution  was: 

o  $235  if  the  employment  income  constituted 
75%  of  his  net  income,  and 

o  $375  in  other  cases. 

The  system  included  notch  provisions  with 
respect  to  the  exempt  amount  and  the  maximum  tax. 

The  employer  was  required  to  withhold  the 
employee  contribution  from  his  pay  and  remit  the 
amount,  together  with  his  own  contribution,  in 
the  same  manner  as  the  Income  Tax  and  QPP 
wi thholding . 

An  individual  having  an  income  other  than  an 
employment  income  paid  his  taxes  in  the  same 
manner  as  under  the  Income  Tax  system. 

In  1978  the  Quebec  Government  repealed  the  tax  on 
individuals  because  they  came  to  the  conclusion  that 
since  the  tax  on  individuals  was  based  on  income,  there 
was  no  sense  in  keeping  it  separate  from  the  personal 
Income  Tax.  Consequently,  when  PIT  rates  were 

restructured  as  part  of  its  PIT  tax  reform,  the  health 
contribution  of  individuals  was  merged  with  PIT.  A 
recognized  benefit  of  the  restructuring  was  a  greatly 
simplified  administration. 
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APPENDIX  6 


OH IP  INFORMATION  TABLES 
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(1)  Based  on  the  number  of  certificates  in  force  at  the  end  of  each  months. 

(2)  Breakdown  on  these  figures  not  available  prior  to  July,  1978. 
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APPENDIX  6.2 


BURDEN  OF  OHIP  PREMIUM  ON  A  REPRESENTATIVE  EMPLOYEE  -  1981 


Single  Policy  ($276/Year) 


Employer's  Contribution 

100% 

50% 

Gross 

Income 

Employee' s 
additional  PIT 

Employee' s 
additional  PIT 

Employee ' s 
Share  of  Premium 

Total 

Burden 

($) 

($) 

5,000 

2.63 

1.31 

138.00 

139.31 

5,500 

104.43 

1.31 

138.00 

139.31 

7,500 

73.10 

36.54 

138.00 

174.54 

9,000 

76.94 

38.47 

138.00 

171.47 

10,000 

78.34 

39.27 

138.00 

177.27 

12,000 

78.14 

39.07 

138.00 

177.07 

15,000 

87.44 

43.72 

138.00 

181.72 

20,000 

86.97 

43.48 

138.00 

181.48 

25,000 

94.53 

47.26 

138.00 

185.26 

30,000 

106.86 

52.93 

138.00 

190.93 

35,000 

128.95 

64.47 

138.00 

202.47 

60,000 

145.07 

72.53 

138.00 

210.53 

100,000 

157.15 

78.58 

138.00 

216.58 

125,000 

173.27 

86.64 

138.00 

224.64 

Family  Policy*  ($552/Year) 

5,000 

0 

0 

276.00 

276.00 

5,500 

0 

0 

276.00 

276.00 

7,500 

5.26 

2.63 

276.00 

278.63 

9,000 

213.05 

64.51 

276.00 

340.51 

10,000 

146.20 

73.10 

276.00 

349.10 

12,000 

153.87 

76.94 

276.00 

352.94 

15,000 

159.24 

79.62 

276.00 

355.62 

20,000 

165.63 

89.70 

276.00 

365.70 

25,000 

212.76 

106.29 

276.00 

382.29 

30,000 

211.75 

105.87 

276.00 

381.87 

35,000 

231.95 

112.83 

276.00 

388.83 

40,000 

257.89 

128.95 

276.00 

404.95 

60,000 

290.13 

145.07 

276.00 

421.07 

100,000 

314.31 

157.15 

276.00 

433.15 

*Wi th  a 

dependent  spouse 

and  two  children 

aged  under  16. 
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APPENDIX  6.3 

DISTRIBUTION  OF  OHIP  POLICY  CERTIFICATES,  1979/80 


Category 

Single 

Family 

Number 

%  of  Total 

Number 

%  of  Total 

Group 

686,552 

31.64 

1,483,163 

68.36 

Pay-Directs 

196,227 

42.22 

268,579 

57.78 

Welfare 

128,709 

53.55 

111,619 

46.45 

Partially  Assisted  &  DVA 

30,216 

59.45 

20,607 

40.55 

65  and  Older 

479,162 

60.24 

316,279 

39.76 

Fully  Assisted 

147,205 

70.80 

60,721 

29.20 

Total 

1,668,071 

42.55 

2,260,968 

57.55 

APPENDIX  6.4 

EMPLOYER  CONTRIBUTION  TO  OHIP* 


Percent  of 

Number  of 

Number  of 

Percent  of 

Contribution 

Agreements 

Employees 

Total  Employees 

nil 

32 

24,396 

3.0 

3.3 

1 

978 

0.1 

50.0 

19 

8,101 

1.0 

50.1-66.6 

7 

2,960 

0.4 

66.7-75.0 

22 

12,909 

1.6 

75.1-99.9 

32 

25,519 

3.2 

100.0 

732 

551,306 

68.6 

Others 

113 

177,549 

22.1 

Total 

958 

803,718 

100.0 

Collective  Bargaining  Agreements 

covering  200 

or  more 

Ontario  employees 

negotiated  before  October, 

1981. 

HJ 

5625 

.056 


Ontario.  Ministry  of 
Revenue,  Revenue  and 
Operations  Research 
Branch. 

Payroll  tax  for 
Ontario . 


